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THE MODERN

HOSPITAL

HOSPITAL ACCOUNTING
Complete S y s t e m of Bookkeeping for Either Large or Small Hospitals and Allied Institutions — Methods for Purchasing, Receiving, Storing, and Distributing Supplies—Forms for Record Cards, B l a n k s , and B o o k s to B e Used
for the Systematic Management of the Hospital—Practical
Budget S y s t e m Presented
B Y C H A R L E S A . P O R T E R AND H E R B E R T

K . C A R T E R , OF T H E S T A F F OF T H E MODERN HOSPITAL.

INTRODUCTION
HE authors of this series of articles fully appreciate the difficulty of devising a system of
accounting that will meet the requirements of all
hospitals. Local conditions in different hospitals,
regardless of the sizes of the institutions, will
always vary. A one-hundred-bed hospital located
in New York may have an entirely different organization from one of the same size in another
city or one of the same size in the same city. In
fact, it is seldom that any two hospital organizations will be found that are alike in every respect.
It is this difference in organization which makes
it impossible to devise a method of accounting
suitable for all hospitals.

T

On the other hand, the same underlying principles govern the accounts of all hospitals—the
theory of debit and credit is the same the world
over. This fact has given us hope that these
articles will be a help to the hospital administrators.
All hospitals should have a complete accounting
system, with internal checks, that will show all
revenue and expenditure, and give comparative
statistical data that will be valuable to the management from year to year and to those interested
in hospital work throughout the country.
The methods described were formulated after
a thorough study of the accounting systems used
in many of our leading institutions, and designed
to meet their needs with regard to detailed information for the Superintendent and other hospital
executives. We do not claim that every institution can advantageously install the system as outlined without changes and modifications to meet
particular needs.
In presenting these articles we assume that
those in charge of the records pertaining to the
business transactions of a hospital are experienced in accounting practice, and will be able to
distinguish between those methods which they can
adapt to their own use and those which they cannot use to advantage.
We have gone further than the bare theory of
accounting as set forth by the text-books on the
subject, and have outlined a purchase order system, showing forms of orders, price cards, and

other records, and the manner in which they are
to be handled. A receiving and storage system,
showing how the supplies should be kept, distributed, inventoried, and their controlling accounts kept in the general books, is given in detail.
We have also shown how a departmental expense
analysis should be made up and how the budget
should be prepared for presentation to the Board
of Managers.
It is by analyzing expenses that we are enabled
to inaugurate savings. Comparisons are the
friend of the Superintendent, because, by showing
where curtailments may be made, they enable him
to get the best results with the money at his disposal. An important point to be remembered is
that the best method of showing the variations in
the financial standing of an institution is by means
of a properly designed chart.
Simple forms of single and double entry bookkeeping will be given, with the rules which govern
all bookkeeping.
The various forms mentioned by number in the
text will be found printed in the installment having reference to certain forms, and the reader, by
studying these forms in connection with the text,
will obtain a more comprehensive idea of the system outlined.
We wish to thank those hospital executives who
have so kindly assisted us in the preparation of
this matter, both for the courtesy they have shown
us and the valuable suggestions that they have
made.
C H A R L E S A.

PORTER.

HERBERT K. CARTER.

ACCOUNTING SYSTEM
PURCHASING

One person known as the Purchasing Agent,
though he may have other duties, should have
charge of purchasing all supplies, materials, and
equipment for the hospital. The Storekeeper and
Receiving Clerk, whether the two positions are
held by one man or more, should make reports to
this person of the receipts of purchased commodities.
The records of the Purchasing Agent are duplicates of orders, price cards, contracts for the pur-
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chase of some groups of supplies, records of the
standardization of supplies, and requisitions demanding the purchase of equipment and miscellaneous supplies for the various departments of
the hospital which are not kept in the general
stores or drug rooms. The last-mentioned rec-

Form 1. Price Card.

Form 1A.

Actual size, 6 by 4 inches.

Reverse side of Price Card.

ords (requisitions) would be for such articles as
water stills, sterilizers, operating tables, special
food products for pay patients, apparatus, and
equipment. It seems well to note here what are
supplies, material, and equipment:
Supplies are those articles, purchased for consumption or maintenance, which cannot be
charged to the equipment or material accounts.

Form 2.

Detail Price Card.

Form 2A.

the Purchasing Agent's files, and the triplicate
going to the Receiving Clerk. The Receiving
Clerk is thus notified as to what goods he is to
expect and from whom. This triplicate should
not show quantities of goods ordered, the Receiving Clerk being required to make an actual count
of all goods received.

Form 3. Purchase Order. Actual size, 8 ½ by 11 inches. Bound in
triplicate (original, white; duplicate, pink; triplicate, buff), and
numbered consecutively.

The use of price cards (Forms 1, 1A, 2, 2A) is
recommended. They should give a complete description of all of the ordinary supplies used in
the institution. This information includes price,
quality, size, brand, etc., the names of firms making quotations, and the dates of the quotations.

Actual size, 10 by 8 inches.

Reverse side of Detail Price Card.

Materials are those things purchased which are
sold in their original form or are transformed
and sold, such as cloth, iron, etc., used in making
braces for cripples, crutches, abdominal supporters, and elastic stockings.
Equipment embraces furnishings, apparatus,
instruments, etc., necessary for the operation of
a hospital; as a rule, to remain in use for more
than one year.
A form of purchase order (Form 3) is shown,
which is made out in triplicate; the original order
going to the vender, the duplicate being placed in

Form 4.

Order Requisition.

Actual size, 8 ½ by 8 inches.

Contracts may be made either on standard
forms or by letter. They should be made for coal,
showing size, percentage of ash, British thermal
units per pound, and other details—prices, terms,
and deliveries; for milk and cream, showing percentage of butter fat required in each grade and
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allowable bacteria per cubic centimeter, with
prices and the period of the contract. It is also
well to obtain quotations and make monthly contracts for butter, eggs, meat, fish, and poultry.
When it is advantageous to do so, canned goods
should be purchased by contracts covering a
period of one year.
Requisitions (Form 4) for the purchase of
equipment and articles not entered on the store
records should form a part of the Purchasing
Agent's records. These must give a complete description of the article wanted, the name of the
department requisitioning the same, the signature
of the head of the department, and be approved
by the Superintendent of the hospital.

visable to carry in stock and the quantity to order
of the various articles carried in stock; also the
location of the articles in the store room. When
goods fall below the minimum, this is automatically shown on the stock cards. A shortage re-

Form 6.

Weekly Shortage Report.

Actual size, 8 ½ by 13 inches.

port (Form 6) should then be made out, showing
the goods needed and the amount to be purchased.
RECEIVING
The stock room should be arranged according to
The location of the Receiving Department and the requirements of the articles carried in stock.
hours during which goods are received should be Goods which could be affected by vermin should
printed on all purchase order forms, as is shown not be placed against the wall. Bulky articles
on Form 3.
should be so placed as not to interfere with the
The duties of the Receiving Clerk, who may accessibility of other goods. Sections should be
also be the Storekeeper and possibly the Steward, assigned to various groups of articles. Canned
is to examine all articles as they arrive, note the goods, cereals, flour, sugar, etc., should be under
condition of the goods, make a careful list of the separate groups.
quantities on his copy of purchase orders, and
DRUG ROOM
sign the receipt books of the delivery men. It is
Owing to the manner of issuing drugs from
also his duty to see that all supplies and equip- stock, it would be impracticable to keep a stock
ment are delivered to the departments ordering record in this department. The weekly shortage
them.
report (Form 6) may, however, be filled out and
CHECKING ORDERS

After the Receiving Clerk has received all of
the goods on a given order it should be sent back
to the Purchasing Agent to check the quantities
against the original order and the invoice prices
against the price cards. The invoice is then sent
to the Accounting Department.
The store room should be in charge of a person
who is held responsible for all the material and

Form 5. Stock Card.

Both sides are ruled and printed alike.
size, 8 by 6 inches.

Actual

supplies contained therein. The room should be
kept under lock and key, and no goods issued
except on requisition. The Storekeeper's stock
cards (Form 5) give a complete record of goods
received, issued, and the balance on hand at any
given time. When properly kept, these cards constitute a perpetual inventory. The cards should
show the maximum and minimum quantities ad-

sent to the office of the Purchasing Agent, as in
the case of the general store. Here, as in the general store room, supplies are usually charged to
professional care of patients or to the dispensary
or other departments on the Charge Register and
no account of them kept in the General Ledger.
This does not give correct results from month to
month, but the aggregate at the end of the year
will be near enough for ordinary purposes. The
reason this is not actually correct for monthly
costs is because many expensive drugs may be
purchased during one month and cheaper ones
purchased the next.
The ordinary method of finding the cost of
compounding prescriptions is to divide the total
cost of the department by the total number of
prescriptions compounded, which gives a unit
cost.
INDEXING THE DRUG STOCK

The drugs in the drug room of the large hospital may be listed according to their classification
in the pharmacopeia, but in the smaller hospitals
where a druggist is not continuously employed
this index should be kept alphabetically and the
drugs listed regardless of their classification, in
order that a person entirely ignorant of drugs will
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Form 7.

Distribution of Stores.

Form 8.

Actual size of ruled page, 1 4 ¾ by 12 inches.

Supply Requisition.
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Bound book, with binding margin to be added at left-hand side.

Actual size, 6 ½ by 10 inches.

Form 10.

Repairs Requisition.

Actual size, 5 by 9 inches.

be enabled to locate those desired without undue
trouble.
In the large hospitals having all the clerical help
needed a complete card record of prices should
be kept, showing cost per pound, ounce, brand,
cubic centimeter, or in grains, so that a monthly
report showing the number and cost of all prescriptions compounded for each department can
be made out.
REQUISITIONS
Form 9.

Drug Requisition.

Actual size, 4 by 7 inches.

Supplies should be issued only on requisitions.
All requisitions should be made out by the head of
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the department, and approved by the Superintendent, except in the case of the Steward's supplies. Requisitions from the Steward should go
direct to the Storekeeper.
Four forms of requisitions are shown—namely,
order requisition (Form 4), supply requisition
(Form 8), drug requisition (Form 9), repairs
requisition (Form 10).
A requisition containing a printed list of the
main articles required by the Steward and Housekeeper is sometimes used in large hospitals.
DISTRIBUTION OF STORE SHEET
The correct manner in which to handle charges
for supplies is by means of the store distribution sheet (Form 7). All requisitions for supplies are totaled daily for each department, and
the amount entered on the sheet under the department heading. At the end of the month the
columns are totaled and charges made to the
various departments on the general books. This
necessitates an account captioned "Supplies," and
is handled through the Charge Register just the
same as the material account.
This method enables the hospitals to charge off
supplies as used instead of as purchased, which is
common custom.
The value of supplies as shown by the general
books should equal the value shown by the stock
cards.
INSTRUCTIONS FOR ORDERING SUPPLIES
1. Do not tear out the original copy.
2. Do not write in the column headed "Issued."
3. Do not crowd orders for more than one
article or form on one line of the sheet, but use
a second sheet if necessary.
4. Do not fail to insert quantity on hand in
proper column.
5. The column headed "Issued" will show just
what has been supplied on the requisition, and
when the space has been left blank it means goods
ordered will follow as soon as possible.
6. Give as good a description as possible, especially as to size or number.
7. Articles of equipment will not be furnished
or replaced until others have been condemned in
the usual course.
8. When condemned goods are returned to the
store room, a list must accompany them and be
marked "Condemned Goods."
9. Order all blank forms by number, and not
by the description or heading. All forms are
numbered.
10. On receipt of goods, quantities should be
checked and Storekeeper notified at once of errors.
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11. Requisitions should be limited to a supply
sufficient for one week.
12. The storekeeper will not issue goods without a signed requisition approved by the Superintendent.
DOUBLE ENTRY BOOKKEEPING
Owing to the complex transactions involved in
the business of hospitals and allied institutions,
double entry bookkeeping is the best method of
recording them. The three principal reasons for
this are: first, because of the element of time
which enters into the transactions; second, because there are internal and external checks
which guard against error and help to prevent
fraud; and third, to obtain proper statements of
the operating cost and standing of the organization in minute detail for comparative and statistical purposes.
These statements can best be obtained from a
double entry system, which shows a complete record of every transaction on both the debit and
credit sides of the various accounts. An account
is kept with every element of the business, such
as personal accounts, supplies, capital, real estate,
cash, loans, mortgages, etc.
In hospital accounting it will be necessary to
keep the following books: Journal, Cash Book,
Charge Register, Pay Roll, Check Book, Pay Patients' Ledger, and General Ledger.
For statistical information, other books and reports, to be described later, are kept.
The Journal takes care of all entries which
cannot be properly entered in the Cash Book or
Charge Register. These entries usually require
a brief description.
The Cash Book takes care of all transactions
involving cash, and the Charge Register of all
bills payable.
The Charge Register becomes the foundation of
statistical information, as it shows the distribution of all expenditures. A notation is made in
this book when bills are paid, which furnishes a
means of obtaining a list of creditors.
The total of bills payable of previous months as
shown by the ledger, plus the total of debts incurred for the month, less those paid, gives the
amount of bills remaining unpaid at the end of
the month.
A comparatively new kind of Cash Expenditures Book called the Combination Cash and
Check Book (Form 19, which will be shown in the
next installment) is recommended. This takes
the place of the Cash Expenditures Book and the
Check Book. This method of handling disbursements is being adopted by many institutions and
saves considerable time. It gives an exact dupli-
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cate of all checks and reduces the possibility of
fraud or error by eliminating the necessity of
copying.
Ledger accounts are opened with people, property, funds, stocks, bonds, mortgages, loans, cash,
material, supplies, interest, bills receivable, bills
payable, equipment, real estate, and others as
may be necessary.
The accuracy of all these accounts is tested by
listing all of the debits and credits of the General
Ledger, totaling them and then noting whether
the totals agree. If it should happen that these
two totals do not agree, it is positive evidence that
there is an internal error or that some fraud has
been perpetrated.
All entries in books of original entry are posted
direct to their respective accounts in the General
Ledger.
A few of the general rules of double entry bookkeeping are given below:
1. For every debit there must be an equal
credit.
2. Debit all receipts.
3. Debit that which costs value.
4. Credit all disbursements.
5. Credit that which produces value.
6. Debit interest for its costs.
7. Credit interest for its returns.
In many institutions all of the books are kept in
one office by one accountant. In an institution of
this kind the following books will be necessary:
1. Journal.
2. Charge Register.
3. Accounts Receivable Ledger.
4. Pay Roll.
5. Stock Cards or Ledger.
6. Cash Receipts.
7. Cash Expenditures.
8. General Ledger.
9. Trial Balance.
In most hospitals it is necessary to keep a set
of books known as the Superintendent's and another known as the Treasurer's. In this case the
Superintendent's books are:
1. Journal.
2. Charge Register.
3. Pay Patients' Ledger.
4. Cash Receipts.
5. Cash Expenditures.
6. Stock Record.
7. Pay Roll.
8. General Ledger.
9. Trial Balance.
The Treasurer's books are:
1. Journal.
2. Cash Book.
3. Income Ledger.
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4. Endowed Bed Ledger.
5. General Ledger.
6. Loans Book.
7. Trial Balance.
Into these the Treasurer incorporates the report of the Superintendent to him and the fund
and capital entries to be found in his own books
of original entry.
[To be continued.]

CENTRALIZED PURCHASING AS AN AID TO HOSPITAL ECONOMY
Cleveland Hospital Council Establishes a Purchasing
Bureau, Affiliated With New York Bureau
The purchasing bureau of the Cleveland Hospital Council began operation on June 15. Mr. Guy J. Clark, former
assistant purchasing agent for the city of Cleveland, has
been employed as purchasing agent for the council.
Centralized purchasing has been under consideration
by the Cleveland Hospital Council for over a year. In
the spring of 1918 the executive committee recommended
that the council organize a purchasing bureau; that
the council affiliate with the New York Bureau of
Standards and Supplies; and that the Welfare Federation
be requested to assume responsibility for the raising of
funds required for this department.
In discussing the proposition that the council organize
a purchasing bureau, the committee on purchasing and
standards said:
"The twenty hospitals now represented in the council
do their own individual purchasing of provisions, general
supplies, medical and surgical supplies, etc., amounting to
approximately a million dollars a year. A central bureau,
properly organized, would be of real service to the hospitals in this work. While it is difficult to estimate savings in advance and at all times difficult to determine the
results of centralized purchasing in dollars and cents, undoubtedly considerable saving could be effected in the
joint anticipation of wants and the purchasing of bulk and
standard articles. It could be helpful in the formulation
of contracts and putting hospitals in touch with the
proper places to buy commodities. It should be a bureau
of information to be consulted by the hospitals at any
time on all matters involving purchasing and standards.
Experience in modern business has proved conclusively
that centralized purchasing is worth while. There is no
reason why such business principles cannot be effectively
adapted to hospital management throughout a common
purchasing bureau. The hospital council and its constituent members are ready for such a bureau. The services
of the bureau might soon be available to the various children's institutions, all of which purchase supplies such
as are used by hospitals. In time, the principles of centralized purchasing as applied to these institutions might
be extended to all of the various welfare institutions in the
city."
The Chemical Corps
They get no song to boost 'em along, they get no words of
cheer;
For what they do is- a job so new some of us don't know
they're here;
But they work away in the lab all day to help us win the
war;
Let's not forget we owe a debt to the men of the Chemical
Corps.
For it's HCl to give 'em hell, and H S O .
C 0 and TNT—the men of the Chemical Corps!
— F . P. A., Stars and Stripes.
2

2

3

4
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HOSPITAL ACCOUNTING
B o o k s That the Superintendent Should Keep — Journal, Charge Register, Pay Roll, P a y
Patients' Ledger, Cash Income — Method of Keeping These B o o k s
B Y C H A R L E S A . P O R T E R AND H E R B E R T

K . C A R T E R , OF T H E S T A F F OF T H E MODERN HOSPITAL

[Continued from August issue, p. 107]

BOOKS AND ACCOUNTS OF THE SUPERINTENDENT
The Superintendent of the larger institutions
keeps all of the books that deal with the operation
of the hospital, and makes a report to the Treasurer, who keeps the corporation books and controlling accounts.
The books that the Superintendent should keep
are:
1. Journal.
2. Charge Register.
3. Pay Roll.
4. Pay Patients' Ledger.
5. Cash Income.

6. Cash Expenditures.
7. Expense Analysis.
8. General Ledger.
9. Trial Balance.
The Journal is one of the original books of entry, and takes care of all items that cannot be
entered directly into the Cash Book or Charge
Register, such as uncollectable accounts receivable
charged off during the month, overpayments by
patients transferred to miscellaneous hospital
earnings, losses and depreciation of supplies, etc.

JOURNAL ENTRIES
It is necessary for the ordinary hospital to keep but six different classes of entries in this book,
examples of which are given below:
1
Superintendent's account with Treasurer
Accounts receivable
For uncollectible accounts receivable charged off during the month.

Dr. $
Cr.

$
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2

Overpayments by patients
Dr. $
Accounts receivable
Cr.
For overpayments by patients for services unrendered and not liable to be refunded
to patients, and therefore transferred to miscellaneous hospital earnings by authority of.

$

3
Supplies, inventory
Dr. $
Superintendent's account with Treasurer
Cr.
Inventory at end of period to offset amount charged off for supplies during period.
This entry will not have to be made where a monthly charge to departments for supplies
is kept, except to balance account at end of fiscal year.

$

4
Superintendent's account with Treasurer
Supplies
Charge for depreciation and other losses.

Dr. $
Cr.

....

5
Superintendent's account with Treasurer
Unclaimed wages
For unclaimed wages transferred to miscellaneous hospital earnings.

Dr. $
Cr.

$

6
Discounts
Dr. $
Superintendent's account with Treasurer
Cr.
For the transfer of discounts to the Superintendent's account with the Treasurer in
case a profit and loss account is not kept in the Ledger.

When the Journal entries 1 and 3 are made,
notations should be made on the Pay Patients'
Ledger Cards, showing the date of such transfer.
Where it is necessary for the Superintendent
of a hospital to open a set of books by the double
entry system, entries must be made in the Journal in order to open the necessary Ledger accounts

$

to which entries may be posted and referenced.
Accounts which it will be necessary to open a r e :
Pay Patients' Bills Receivable, Advance Payments
by Patients, Overpayments by Patients, Bills Payable, Equipment, and Superintendent's Account
with Treasurer. He may open these accounts as
shown by the following examples:
1

Superintendent's cash account
Dr. $
Superintendent's account with Treasurer
Cr.
For cash on hand the last day of the month, not including overpayments or advance
payments by patients.

$

2
Superintendent's cash account
Advance payments by patients
Account advance Payments on hand the last day of the month.

Dr. $
Cr.

$

Dr. $
Cr.

$

Dr. $
Cr.

$

Dr. $
Cr.

$

Dr. $
Cr.

$

3
Superintendent's cash account
Overpayments by patients
Account overpayments by patients.

4
Bills receivable Charge Register
Superintendent's account with Treasurer

5
Supplies account Charge Register
Superintendent's account with Treasurer

6
Superintendent's account with Treasurer
Bills payable account
SUPERINTENDENT'S CASH ACCOUNTS

The use of three books by the Superintendent
for the handling of all cash transactions is recom-

mended. These are: General Cash Book, Pay
Patients' Cash and Receipt Book, and Combination Cash and Check Book.
The daily totals of the Dispensary and Pay
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Patients' books, payments to the Superintendent
by the Treasurer, and sales and miscellaneous receipts are entered in the General Cash Book and
a bank deposit slip made out to correspond therewith.
The Pay Patients' Cash and Receipt Book
(Form 20) gives an itemized statement of payments by patients. In cases where someone other
than the patient makes payment, this fact is recorded. The individual Pay Patients' Ledger
Cards (Form 21) are posted direct from this
book. The same form of receipt may also be
used in the dispensary and emergency wards. The
use of this form saves the posting of such items
to the Cash Book, and consequently saves time
and reduces the chances of error.
The Combination Cash and Check Book (Form
18) and its companion book, the Charge Register
(Form 13), give a complete record of all cash
expenditures, including copies of the checks and
distribution of the expenditures.
The General Cash Book (Form 17) is arranged
to show the totals of the principal daily receipts
and expenditures and detailed entries of cash
transfers between the Superintendent and the
Treasurer, and other miscellaneous items. (Forms
17, 18, 19, 20, and 21 are shown in later instalments.)
January 1. Cash on hand. . .
Hospital earnings:
Private room patients. . .
Ward pay patients
Dispensary
Emergency ward
Ambulance fees
Special Nurses
Guests' fees
Operating room fees
X-ray fees
Laboratory fees
Hydrotherapeutic fees.. .
Sales of refuse
Miscellaneous
Total hospital earnings

175

HOSPITAL

On the debit side of this Cash Book columns are
headed hospital earnings and miscellaneous. Hospital earnings are subdivided into ward patients,
private room patients, dispensary, emergency
ward, and other receipts. More columns may be
used if desired, but these will be enough to enable
the average institution to make an easy recapitulation at the end of the month.
In hospitals where the volume of business is so
great as to make further reductions necessary,
headings for each of the other main sources of
hospital earnings may also be used, such as x-ray
service, special nurses, laboratory fees, telephone,
and sundries.
The credit side of the Cash Book has columns
for dates, payees, discounts, refunds to patients,
bills payable, and miscellaneous. Cash discounts
should be entered in this book, although, strictly
speaking, they are not cash items, but are reductions of payments.
Transfers of cash between the Superintendent
and the Treasurer are entered in the miscellaneous columns, debit or credit, as the case may be,
and posted direct to the Superintendent's account
with the Treasurer.
At the end of each month a recapitulation of all
cash receipts should be made on the debit side of
the Cash Book in the following form:

$.

.$.

Received from Treasurer.
Etc
Etc
Etc
Total receipts

A recapitulation of cash expenditures should be made on the credit side of the Cash Book in the
following manner:
January 1.
Accounts payable
Refunds to patients
Cash remitted to Treasurer.
Total payments

$
$

$
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Cash on Hand:
Advance payments by patients
Overpayments by patients
General cash

$
$. .
$

........

Total

$
$

The totals of the two recapitulations should
agree.
In hospitals where the receipts are remitted to
the Treasurer it is not customary to remit advance payments by patients and overpayments by
patients, as they represent funds which have not
been earned by the hospital and are simply held
in trust by it. These two items are shown in the
Cash Balance in the Cash Book in order to make
it unnecessary to keep a cash account in the
Superintendent's Ledger.

called for on the general books. The proper
handling of this fund is one of the most important parts of a complete accounting system.
When making petty cash payments, Form 11
should be used and the signature of the payee
secured. This petty cash voucher should show the
item for which the money is spent and the account

POSTING

All cash items should be totaled and posted to
their respective Ledger accounts as fOLLOWS:
Cash received during the month on account of
hospital earnings should be credited direct to accounts receivable.
Cash received from the Treasurer should be
posted direct to the credit side of the Superintendent's account with the Treasurer.
Cash disbursements on account of accounts payable should be posted direct to the accounts payable account.
Cash remitted to the Treasurer should be posted
direct to the Superintendent's account with the
Treasurer.
Discounts as shown by the discount column are
posted direct to accounts payable and transferred
to the discount account through the Journal.
These do not appear in the recapitulations on the
Cash Book pages because they are not cash items,
but are savings made by the timely payments of
bills rendered to the hospital.
Cash refunded to patients during the month on
account of overpayments are debited direct to
overpayments by patients' account.
Reference should be made in the folio column
of the Cash Book to the pages in the General
Ledger to which the various postings are made.
SUPERINTENDENT'S PETTY CASH FUNDS

Form 11.

Petty Cash Voucher.

Actual size, 5 by 3 inches.

to which it is to be charged. These vouchers are
placed in an envelope (Form 12) at the end of
the month, which shows
the voucher numbers, the
date, Invoice Jacket covering these and the distribution of the expenditures. The distribution
to departments or accounts is shown, and the
total on the envelope
plush the cash remaining
on hand must equal the
amount of the fund. A
check is drawn to cover
the
expenditures as
shown by the Invoice
Form. 12. Petty Cash Voucher
Jacket, and these transEnvelope. Actual size, 3 ½
by 5 ½ inches.
actions are complete.
CHARGE REGISTER

The foundation of cost accounting for hospitals
It is necessary for the Superintendent of a hos- is the Charge Register (Form 13). It replaces
pital to have a petty cash fund from which to pay the Bills Payable Ledger, and gives a complete recsmall current items, such as messengers, postage, ord of all transactions for which money has been
or is to be expended by the Superintendent for
time checks, express, and miscellaneous items.
bills
payable. As soon as bills are received, InBy studying past conditions, the accountant can
estimate the amount of money needed in this petty voice Jackets should be made out and entries made
cash fund. At the end of each month, and at in this book.
Column headings, arranged to correspond with
times during the month if necessary, checks are
made out to bring this fund up to the amount the classification of expenses as determined on
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when making up the distribution of expense, are
printed in the Charge Register. Where there may
be but two or three bills per month for a particular subdivision of expense, a column is not
reserved, but these are entered under this miscellaneous heading of the general classification to
which they pertain and the account noted in a
column for the purpose.
As explained in the introduction to this text, it
is impossible to show a form of Charge Register
that will exactly suit the needs of every hospital,
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debited or credited. The purpose of having the
debit and credit columns under sundries is so that
insurance supplies and other prepaid accounts can
be put through the Charge Register from month
to month and not fully charged off during the
month in which they occur.
At the end of each month the columns of the
Charge Register are footed, and it is a simple matter to make the necessary recapitulations in order
to show the totals of each division of expense entered upon the Expense Analysis (Form 22,

Form 13. Charge Register; above, the left-hand page; below, right-hand page, 1 9 ½ by 15 inches.
added at left of hight-hand page and right of left-hand page.

but the one which is shown (Form 13) will meet
the needs of the average institution. Anyone
understanding the principles of cost accounting
should experience no difficulty in making such
additions to or deductions from the form shown
as to meet the requirements of any institution.
The Charge Register sheets (shown in Form
13) are slightly different from those now in general use among hospitals. The first column is
used for the Invoice Jacket number. These numbers are supposed to be entered in numerical sequence. The date of the invoice is entered in the
first dating column, and then the name of the vender or the person to whom the item is payable.
There are two credit columns shown. The first
is for those items for which money is spent that
are not a general expense, but are additions to
capital accounts or a deduction from earnings.
The second is for expense items. A second dating
column is given in which the date when the bill
is paid should be entered. This shows at a glance
just what bills remain unpaid. The distribution
column is for an explanation of the account to
which the item is chargeable, and will not have
to be used for every entry. The general expense
columns are self-explanatory.
The last columns of the second sheet a r e : material, in which all items that are purchased for sale
or to be used for buildings and charged later to
the capital accounts are recorded; explanations,
for necessary descriptions of the various accounts; and an account column, for the entry of
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Bound book, with binding margin to be

General Ledger accounts to which sundries are
shown in a later instalment) or to their proper
General Ledger account. A folio column is given,
so that these may be properly referenced.
[To be continued.]
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HOSPITAL ACCOUNTING
Value of Classified Distribution of Expenditures—Administrative E x p e n s e s , P r o f e s sional Care of Patients, Department, General H o u s e and
Property, and Corporation E x p e n s e s
BY

CHARLES

A. PORTER

AND H E R B E R T

K.

C A R T E R , OF T H E STAFF OF T H E MODERN HOSPITAL.

[Continued from September issue, p. 177]

DISTRIBUTION OF EXPENSE
VERY hospital should be, and many are, required to make a classified distribution of all
expenditures for each year for comparative and
statistical purposes. These records are worth just
what the management of the institution makes
them as a basis for future operating and managerial policies and comparisons with other hospitals.
Cities that pay for the ambulance service of
a hospital usually require the institution to keep
an estimate of the cost of such service, the State
for the care of compensation cases for which it
pays, and the United Charities Funds associations
for the cost of care of all free ward patients, on
which they base their allowances to the hospital
of funds collected by them. These figures are
easy to obtain, and their value for comparative
purposes is limited to the use made of them by
the Superintendent and the Board of Managers of
the hospital.
A complete system of cost keeping is more simple and accurate than results obtained by trying
to separate certain specific costs from the whole
list of expenditures, and the results obtained are
of much greater value.
The managers and officers of the organizations
to whom reports are made usually require a statement of the amount spent in corporation affairs—
management of the hospital, professional care of
patients, maintenance of buildings and equipment,
and in the operation of the various departments of

E

the hospital. In addition to this, they should be
shown the amounts expended for food, patients,
staff, and help; for salaries and wages, drugs,
medicines, and supplies of all kinds in more or less
detail.
The Superintendent should go still further into
the expenditures, so as to show what has been spent
for each main division of the food supply, such
as meats, bread, butter, eggs, milk, cereals, fruits,
vegetables, etc.; each division of supplies for the
various departments; for equipment, apparatus,
and capital expenditures. To obtain such a distribution of expenses, it will be necessary to divide
the hospital into its principal divisions, such as
Corporation, Administration, Professional, Care
of Patients, Departments, and General House and
Property; then to subdivide these two main divisions, Departments and General House and Property, into their components, and to classify the
expenditures of each of these groups and units.
In the next few pages is shown the method of
classifying these expenditures in as much detail
as will be necessary in the average institution,
numbering the accounts so that they may be referenced in the Charge Register (Form 13) to the
Invoice Jacket from which they are entered.
1. ADMINISTRATION EXPENSES

1. Salaries (Officers' and
Clerks').—Includes
the salaries of the general officers of the hospital,
their assistants and clerks, whose salaries are not
chargeable to any department or other main
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group. Care must be taken not to include officers penses included in this account are for supplies
and clerks strictly engaged in the affairs of the purchased for the general use of the hospital not
corporation. If certain of these are spending part chargeable to the other subdivisions of profesof their time in the affairs of the corporation, a sional care of patients, or to any of the departproportionate part of their salaries should be so ments.
charged. This account includes the salaries of
12. Dispensary.—All salaries, wages, and medithe Superintendent and his assistant, the account- cal and surgical supplies pertaining to the disants and clerks, cashier, purchasing agent, com- pensary are charged to this account.
pensation clerks, stenographers, information
13. Pathological Laboratory.—Chemicals,
salaclerks, etc.
ries, wages, and miscellaneous expenditures of all
2. Stationery and Printing.—The cost of the kinds incurred for the pathological laboratory are
printing of annual reports, books, forms, charts, charged to it.
paper, stationery, and miscellaneous printed mat14. X-Ray Service.—Salaries and wages, plates,
ter is included under this heading.
tubes, and miscellaneous supplies are chargeable
3. Postage.—The cost of all postage used in to this department.
conducting business of the hospital is charged to
15. Social Service.—Listed under this caption
this account.
are salaries and wages, medical and surgical sup4. Telegraph and Telephone.—Included in this plies, clothing, and miscellaneous expenses inaccount are all expenditures for telegraph service, curred for the visiting nurses and doctors.
including operators, toll charges, and mainte16. Emergency
Ward.—Salaries
and wages,
nance.
medical and surgical supplies, and miscellaneous
5. Legal Expense.—This account includes all expenses chargeable to the emergency ward are
fees and retainers paid for services of attorneys listed in this account.
and collectors, cost of suits, notarial fees, etc.,
III. DEPARTMENT EXPENSES
expended in the operation of the hospital, but not
17.
Ambulance.—This
account includes wages,
those due to the cooperate business of the instigasoline,
supplies,
repairs,
and miscellaneous extution.
penses
incurred
for
the
maintenance
and opera6. Furniture and Fixtures.—All
expenditures
tion
of
the
ambulances.
for the purchase of furniture and fixtures pur18. Meat, Poultry, and Fish (Steward's
Departchased for the hospital and not chargeable to the
ment)
.—This
account
includes
beef,
mutton,
veal,
corporation are charged to this account.
pork, ham, bacon, poultry, game, fish, and shell7. Miscellaneous Expenses.—Appearing
under
fish.
this caption are all expenditures for items not
19. Dairy Products (Steward's
Department).
chargeable to any of the preceding accounts, in—Milk,
buttermilk,
cream,
cheese,
butter,
and eggs
cluding carfares, traveling expenses, subscriptions
are
listed
in
this
account.
to magazines and periodicals, expressage, etc.
20. Groceries and Provisions
{Steward's DeII. PROFESSIONAL CARE OF PATIENTS
partment).—Flour
and cereals; bread and crack8. Salaries and Wages.—This account includes ers; coffee, tea, cocoa, and chocolate; yeast and
the salaries and wages of doctors, superintendent baking powder; sugar, molasses, and syrups; lard
of nurses, head nurses, nurses, orderlies, and and other shortenings; spice and flavoring exothers engaged in the care of patients, whose sala- tracts; salt, pepper, and condiments; canned
ries or wages are not chargeable to any of the de- soups; canned fruits; canned vegetables, and
other foods and food products are listed in this
partments listed under that head.
9. Apparatus and Instruments.—Listed
under account.
21. Fruits and Vegetables (Steward's
Departthis heading are the costs of maintenance of apunder this caption are potaparatus and instruments, but not that of new ment).—Appearing
equipment, which is chargeable to capital expendi- toes, apples, oranges, and lemons.
tures. (See definition of Equipment and Sup22. Miscellaneous.—This account includes salaplies, page 103, August, 1918.)
ries and wages, repairs, general supplies, ice,
10. Equipment for Nurses and Orderlies.—The table water, and other items not chargeable to
cost of uniforms, books, and instruments fur- the steward's account and not included in the
nished free of charge to the nurses and orderlies other four lists.
23. Training School.—Salaries and wages, supof the hospital are charged under this caption.
(Articles for which the hospital is to receive pay- plies, and miscellaneous expenses are listed under
this caption.
ment should be charged to material account.)
24. Laundry.—Included in this list are wages,
11. Medical and Surgical Supplies.—The ex-
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soap, starch, miscellaneous supplies, and repairs
chargeable to the laundry.
25. Housekeeping.—This account includes salaries and wages and miscellaneous supplies.
IV. GENERAL HOUSE AND PROPERTY EXPENSE

26. Heat, Light, and Power.—All salaries and
wages, fuel, oil, electric lighting, repairs, and miscellaneous supplies used by this department
should be charged to this account.
27. Maintenance
of Buildings.—Charge
for
labor, materials, general supplies, and miscellaneous expenses incurred in the maintenance of
buildings should be charged to this account.
28. Maintenance of Equipment.—Salaries
of
mechanics and supplies. This account includes the
cost of maintaining elevators, fans, refrigeration
system, and other equipment, the charge to which
cannot be distributed to any specific departments.
29. Insurance and Taxes.—The total cost of all
building insurance, water taxes, etc., are included
in this account.
30. Rent.—This account includes the cost of
all buildings used for hospital purposes, except as
a dispensary, laboratory, or the training school.
Were the expenditure for one of these three mentioned, it would be charged directly to the department for which it was expended.
31. Miscellaneous.—Items
that do not pertain
to any of the accounts already given may be
placed in the column for this purpose in the
Charge Register and properly described.
V. CORPORATION EXPENSES

32. Salaries (Officers' and Clerks').—Included
in this account are the salaries of officers and
clerks exclusively engaged in the management of
the corporation, and the proportional part, if
any, of salaries in the administrative offices which
are chargeable to this account.
33. Stationery, Printing
and
Postage.—This
account includes all moneys spent for stationery
and printing used by the Treasurer for his books
and that of the Campaign Committee for raising
funds and postage for same.
34. Legal Expense.—All fees and retainers paid
to attorneys, costs of suits, etc., which are chargeable solely to the corporation are included in this
account.
35. Interest.—Interest
on all notes and loans
payable made by the Treasurer of the corporation
should be charged to this account.
36. Miscellaneous.—In
this account are all
charges for miscellaneous corporation expenses,
such as telephone, telegraph, car fares, and other
items not chargeable to any of the four accounts
above mentioned.

HOSPITAL
CURRENT EXPENSES FROM SPECIAL FUNDS FOR
STATED PURPOSES

37. Current Expenses from Special Funds for
Stated Purposes.—This account includes expenditures of all special funds held for stated purposes,
and an itemized list should be shown.
CAPITAL EXPENDITURES

38. Capital Expenditures.—This
account includes all expenditures for additional land, buildings, machinery and equipment, apparatus and instruments, and furniture and fixtures.
MATERIAL

39. Material.—All material purchased should
be charged to this material account. (See definition, page 103.)
This distribution of expense is arranged in as
much detail on the Charge Register as is made
necessary by the volume of transactions falling
under each of the accounts mentioned in the distribution of expenditures. All of these accounts
may be shown on the Invoice Jackets. This distribution is indicated on the Invoice Jackets and
Charge Register, so as to facilitate the gathering of the total amount spent for each class or
subdivision of accounts and the total expenditure
of each of the main groups mentioned in the distribution. Having gone this far, the expense
analysis and budget systems, as later explained
are easy to keep up.
INVOICE JACKETS

The Invoice Jacket (Form 14) shows the distribution of expenditures to be made in the
Charge Register.
The classification of expenses into groups according to the data required by the United Hospital Funds Associations, State Boards of Charities, and the hospital itself for comparative and
statistical information, as determined in distribution of expense, is shown on this form.
Every invoice, pay roll, and petty cash statement should have a jacket made out, showing the
distribution authorized, attached thereto, and
then entered in the Charge Register.
The Invoice Jackets, except those paid as made
out, should be filed in a drawer, marked "unpaid
bills," under the dates due. As they are paid
they should be transferred to a file marked "paid
bills" and arranged in numerical sequence. At
the beginning of the following month some of
these will need to be referred to in making out
the Expense Analysis. After this report is completed, these jackets should be done up in packages of five hundred or any convenient number, a
slip placed on the face of the package giving the
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Form 14.

Invoice Jacket.

dates and numbers of the jackets included, and
sent to the vaults for safekeeping.
These Invoice Jackets are not used as vouchers
because the form of check used is a sufficient legal
receipt in itself.
PAY ROLL AND TIMEKEEPING

The Pay Roll (Form 16) is best kept in a looseleaf binder, using a sheet for each department of
the hospital, such as Administration; Emergency;
Dispensary; Heat, Light, and Power; Professional
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Actual size, 8 by 9 ¼ inches.

Care of Patients; Domestic; Steward's Department, and General.
Administration includes Superintendent, Assistant Superintendent and clerks, purchasing agent
and clerks, receiving clerk, information clerks, accountant and clerks.
Emergency Pay Roll includes emergency nurses
surgeons, orderlies, etc.
Dispensary Pay Roll includes all those people
whose services are used by the Dispensary, as
clerks, doctors, surgeons, nurses, etc.
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Heat, Light, and Power Pay Roll includes engineers, assistant engineers, firemen, oilers, elevator runners, mechanics, and others assisting in
the maintenance of buildings, heating, lighting,
etc., and may include ambulance drivers.
Professional Care of Patients'
Pay Roll includes superintendent
of nurses, head nurses, orderlies,
medical and surgical services,
dietitians, and all others engaged in assisting the care of
patients.
Housekeeping includes housekeeper and those
under her supervision.
Steward's Department includes storekeeper,
chef or cook, kitchen help, and all others engaged
in preparing or assisting in the preparation and
delivery of food.
General Pay Roll includes all those who have a
department where but one or two are employed, as
pathologist, chemist, and radiographist.
The Pay Roll should show the rate per month
of those employed by the month and the rate per
hour of those employed by the hour. There should
be columns for total pay, deductions for advance
payments, net pay, time check numbers, dates, and
remarks.
The best way to obtain information for making
up the Housekeeping Pay Roll is by use of a time
clock placed under the watchful care of the Assistant Superintendent or Matron. Regular time
books may be used by the head of each department

Form 15.

Time Check.

Actual size, 6 by 3 inches.

if desired. Great care should be taken in registering overtime.
Particular attention is called to the Pay Roll
(Form 16), which has been designed with a view
to saving time.
Forms ordinarily used require the signature of
the payee, but this is not necessary, as it neither
prevents padding nor shortages caused by error.
Every employee should be numbered, whether
time clocks are in use or not. The pay is placed
in envelopes bearing these numbers, and all employees are required to give their name and number when calling for their pay. Domestic help
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may be given brass checks, bearing their number, at time of employment, and these are to be
presented to the paymaster and returned with
their pay.
A form of Time Check (Form 15), to be used

Form 16. Pay roll. Kept in loose-leaf binder, with binding margin
to be added at left-hand side. Actual sizes, upper sheet, 1 2 ½ by 11
inches; lower sheet, 9 by 11 inches.

when settling up with help at any and all times
in advance of the Pay Roll date, is shown. These
are paid out of the petty cash fund, and, as a check
is drawn to cover the Pay Roll fully, the amount
left over after filling the envelopes should equal
the total amount shown by these time slips and
be returned to the fund and slips removed.
[To be continued]
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HOSPITAL ACCOUNTING
A c c o u n t s with Pay Patients—Superintendent's Ledger and Account with the Treasurer
—The General C a s h B o o k
B Y C H A R L E S A . P O R T E R AND H E R B E R T K . C A R T E R ,

OF T H E S T A F F OF T H E MODERN

HOSPITAL

[Continued from October issue, p. 270]

PAY PATIENTS' CARD LEDGER ACCOUNTS

I

NDIVIDUAL Card Ledger accounts (Form 21)
should be kept with each patient, showing the
amounts paid in advance, board and attendance,
special nursing and miscellaneous items, the balance due or paid in advance at the end of the
month, and the overpayments made, which may
or may not be refunded. These cards are numbered numerically from 1, beginning the first of

Fig. 17.

General cash book. Actual size, 9 ½ by 14 inches.
book, with binding margin to be added at the center.

by patients. As many of these accounts are never
refunded, they may be regarded as a part of the
earnings of the hospital, and a certain amount be
transferred from this account to miscellaneous
hospital earnings by the proper Journal entry by
authority of the Superintendent.
At the end of each month, when all entries have
been made on the ledger cards, the totals of the
overpayments and advance payments can be
posted to their respective General Ledger accounts as well as the accounts receivable from
patients at the end of the month. At the end of
the year it is customary to prepare a schedule of
these items, so that the directors may charge off
as much as they see fit from the two accounts—

Bound

each fiscal year, for reference and to indicate
directly the number of pay patients admitted to
the hospital each month. The total days' treatment can also be figured from these cards if a
check is wanted on the census reports.
Payments by patients are entered on a Cash
Book and then posted to these individual accounts.
Overpayments by patients are payments made

Fig. 19.

Pay patients' bill.

Actual size, 8 by 6 inches.

overpayments and accounts receivable from patients.
OVERPAYMENTS BY PATIENTS

Refunds to patients are usually paid by check, but a much
more satisfactory method is to
make the refund in cash from
Fig. 18. Combination cash and check book. Actual size, 1 2 ½ by 3 inches, five to a page.
the
petty cash fund and obtain a
The headings appear only once at the top, the results being carried forward at the bottom
and brought forward at the top of the succeeding sheets. Bound book, with binding margin
receipt
from the discharged pato be added at left-hand sides.
tient, or a relative, or adminisby them for care not rendered and not to be ren- trator on a petty cash voucher. This saves
dered. These must be carried as a liability by making out checks, and these receipts have only
the hospital, as they may be reclaimed at any to be totaled and posted to the Ledger.
time by the patient, since the institution has
PAY PATIENTS TRANSFERRED TO FREE LIST
agreed to refund these "overpayments" when the
When a pay patient is transferred to the free
patient is discharged. These must be carried to
a General Ledger account entitled overpayments list, a notation should be made on the Individual
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The accounts usually found in this book are cash,
accounts receivable, superintendent's account
with the Treasurer, bills payable, overpayments
by patients, advance payments by patients, discounts, materials, supplies, and unclaimed wages.
The footings of these accounts are used to make
SUPERINTENDENT'S LEDGER
up the Superintendent's Trial Balance and the
balance
for his Balance Sheet.
The books previously described are the SuperinThe following examples will illustrate the mantendent's books of original entry, and are the
records from which the accounts in the Ledger are ner in which the entries are to be posted to the
posted. These accounts show the standing of that various accounts. Explanations are given in depart of the hospital's financial affairs that are in tail to show exactly how the items are handled.
charge of the Superintendent.
The description of each entry is merely the
All entries from the Journal, Cash Book, Pay name of the other account under which this same
Patients' Ledger, and the Charge Register are transaction appears. It is well to remember here
posted separately or in total to these accounts. that "every debit must have an equal credit."
Ledger card showing the date of the transfer.
This will prevent a bill from being charged
against a free patient. Laxity in matters of this
kind will give the managers an idea that the
superintendent is not a good collector.

1.

CASH

The General Cash Book (Form 17) will show the balance of cash at any and all times, so that
it is unnecessary to transfer this account to the Superintendent's Ledger, but the footings of this
account must appear in all trial balances and the balance on the Balance Sheet.
2.

ACCOUNTS

RECEIVABLE

CR.

DR.

Total of previous months
Superintendent's account with treasurer
For amount of bills accrued during the month
as per the statement of hospital earnings and
including earnings of ambulance, emergency
ward, unclaimed wages, dispensary, accrued
unclaimed overpayments, transferred to
hospital earnings, and material sold during
the month.
Advance payments by patients
This item is taken directly from the Pay
Patients' Ledger cards.
Overpayments by patients
This item is taken directly from the Pay
Patients' Ledger cards.

$.
$.

$.
$.

$

Total

Total of previous months
Cash
This includes all cash received by the Superintendent during the month on account of
hospital earnings, and includes receipts for
ambulance service, of the emergency ward,
dispensary, material sold, and other miscellaneous receipts as per Cash Book.
Overpayments by patients
This account includes all overpayments
transferred as per Journal entry 2 to miscellaneous hospital earnings.
Superintendent's account with treasurer
This account includes all uncollectible accounts receivable charged off during the
month as per Journal entry 1.
Advance payments by patients
This item includes all accrued amounts due
and charged from this account as per Pay
Patients' Ledger cards.
Total

$
$

$

$

$

$

The difference in the totals of this account equals the accounts receivable at the end of the month.
3.

ADVANCE

PAYMENTS

BY

PATIENTS

CR.

DR.

Total of previous months
$.
Accounts receivable
$.
This item includes all amounts due, accruing
during the month and charged from this
account to hospital earnings as per Pay
Patients' Ledger cards.
Overpayments by patients
$.
This item includes all advance payments of
previous months charged to overpayments
as per Pay Patients' Ledger cards.
Total

$.

Total of previous months
$.
Accounts receivable
$.
For advance payments by patients as per
Pay Patients' Ledger cards.

Total

$

The difference in the totals of this account equals the advance payments by patients as shown
on the Balance Sheet.
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PATIENTS

DR.

CR.

Total of previous months
$.
Cash
$.
For overpayments by patients refunded
during the month as shown by the Cash
Book.
Accounts receivable
$.
Accumulated overpayments transferred to
hospital earnings as per Journal entry 2.
Total

Total of previous months
$
Accounts receivable
$
Overpayments by patients as per Pay
Patients' Ledger cards, accrued during the
month.
Advance payments by patients
$
Advance payments of previous months
charged to overpayments as per Pay
Patients' Ledger cards.

$
5

Total
MATERIAL

|.

ACCOUNT

DR.

CR.

Total of previous months
$
Purchases
$
As shown by the material account in the
Charge Register.
Superintendent's account with t r e a s u r e r . . . . . $
Surplus amount of material as found by
inventory and debited to this account as
per Journal entry 3.

Total

Total of previous months
Accounts receivable
Amounts due for sales of material during
the month as per Sales Book or Ledger
accounts.
Cash
For cash sales of material as per Cash Book.
Superintendent's account with treasurer
For loss or depreciation of material as
shown by an inventory.

$

Total

$
$

$
$

$

The difference in the totals of this account equals the value of the material on hand at the end
of the month, as shown by the physical inventory, or by the perpetual inventory, if it is kept as it
should be. The supplies account is kept in this same manner.
6

SUPERINTENDENT'S

CR.

DR.

Total of previous months
Current expenses
As shown by the Charge Register and
statement of same.
Capital expenditures (enumerate)
As shown by the Charge Register and a
statement.
Cash
For receipts of cash as per Cash Book
remitted to the treasurer.
Accounts receivable
Accounts receivable charged off as uncollectible during the month as per Journal
entry 1.
Material
For loss or depreciation charged from this
account as per Journal entry 4.
Total

$.
$.
$.
$.
$.

$.

Total of previous months
Accounts receivable
For amounts of bills accrued during the
month, including all hospital earnings.
Cash
For all cash received from the treasurer
during the month.
Discount
The amount of discounts accrued for the
month and transferred to this account as
per Journal entry 7.
Material
For surplus amount of material found by
inventory and transferred to this account
by Journal entry 3.

Total

$.

$
$
$
$.

$

$

The difference in the totals of this account shows the balance as on the Balance Sheet.
account must agree with the Treasurer's account with the Superintendent.
7

UNCLAIMED

WAGES

CR.

DR.

Total of previous months
Cash
Unclaimed wages paid during the month. .
Superintendent's account with treasurer
Unclaimed wages transferred to hospital
earnings as per Journal entry 5.
Total

This

..

$.
$.
$.
$.

$.

Total of previous months
$.
Unclaimed wages accrued during the month.. $.

Total

$.
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The difference in the totals of this account shows the amounts of unclaimed wages held at the
end of the month.
8
BILLS PAYABLE
DR.

CR.

Total of previous months
$.
Cash
$.
Bills payable paid during the month as
shown by the Cash Book.
Discounts
$.
As shown by the discount column in the
Cash Book.
Total

Total of previous months
$
Current expenses
$
As shown by the Charge Register and the
Superintendent's account with the treasurer.
Capital expenditures
$.
Superintendent's account with the treasurer as shown by the Charge Register.

$.

Total

$.

The difference in the totals of this account equals the accounts payable as shown by the Balance
Sheet.
9
DISCOUNTS
DR.

CR.

Total of previous months
$.
Superintendent's account with treasurer
$.
Discounts transferred to Superintendent's
account with the treasurer as per Journal
entry 6.
Total

$.

Total of previous months
$.
Accounts payable
$.
Discounts credited to bills payable as shown
by the discount column in the Cash Book.
Total

.

$.

This account should balance monthly. Discounts
are not hospital earnings and cannot be so considered. In a general business they would be
closed into the profit and loss account, but the

It is customary to arrange General Ledger accounts so that assets appear first and liabilities
last in the Ledger and on the Balance Sheet.
A copy of the Superintendent's account with the
Treasurer and a copy of his Trial
Balance and Balance Sheet are
shown on the Superintendent's
monthly report (Form 24).
Forms 22 and 22A show an
Expense Analysis. It is left for
each hospital to determine
whether it is wise for it to operate under the budget sysFig. 20. Pay patients' cash and receipt book. Actual size 3 by 11 inches. five to a page.
tem.
This system, described
Duplicate sheet is bound into the book, on which headings appear only once at the top,
the results being carried forward at the bottom and brought forward at the top of the
later in detail, is growing in
succeeding sheet. Bound book, with binding margin to be added at left-hand side.

Superintendent's account with the Treasurer is
the closing account in this case, and it is just as
correct to charge such items as these cash discounts directly into this account as to close them
into a profit and loss account and then transfer
them by means of a Journal entry to the Superintendent's account with the Treasurer's account.
TRIAL B A L A N C E A N D B A L A N C E

SHEET

After all entries and postings for the month
have been made in the Superintendent's books,
the accounts footed and recapitulations made, a
Trial Balance should be taken off of Ledger accounts (Form 24). This gives the names of
accounts and the totals of the debit and credit
sides. The totals of all the debits of the accounts
appearing on this sheet should equal the total of
the credits.

Fig. 21.

Pay patients' ledger card.

Actual size, 7 by 5 inches.

favor among private institutions, and is almost
universal in municipal hospitals.
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SUPERINTENDENT'S MONTHLY REPORT TO THE
TREASURER
The Superintendent should make a report to
the Treasurer as early in the month as possible,
giving a copy of his account with the Treasurer
and a copy of appropriations from special funds
to meet current expenses, his Trial Balance, and
Balance Sheet. (See Form 24.)

year to know the standing of the concern and the
condition of the business has been acknowledged.
It is now becoming the custom to make monthly
statements of expenses and revenues, assets and
liabilities, and surplus and deficit. These reports
enable the Board of Managers to keep a finger on
the pulse of the financial arm of the institution,
to plan to meet obligations, to plan future policies,
and to direct curtailments of expenses when necSUPERINTENDENT'S MONTHLY REPORT OF EXPENSES, essary, instead of waiting until the end of the
REVENUE, AND STATISTICS
year, when the financial affairs of the hospital
In hospitals as well as in commercial institu- may be hopelessly involved.
tions the general custom has been to have a yearly
Form 25 shows a form of Treasurer's Monthly
report and audit made. At this time inventories Expense and Revenue Statement, and Form 26
were taken and the profit and loss account com- shows the Treasurer's Monthly Surplus and Defipleted. During the last few years the fact that cit Account and Balance Sheet.
it was not necessary to wait until the end of the
[To be continued.]
A SUCCESSFUL PRIVATE INSTITUTION FOR GIRLS
Modern Fireproof Building Provided at Moderate Cost—A
Home Free From Institutional Atmosphere
The women of Bloomington, Illinois, who have charge of
the Girls' Industrial Home have recently completed a very
wonderful building and financing project, described in the
Institution Quarterly as follows:
They have erected and furnished a new fireproof building, 100 by 40 feet, planned on the most modern lines,
furnished it throughout, and paid for it in cash from
funds voluntarily contributed by the people of Bloomington and McLean County.
In these times of high prices of building material and
labor, it is difficult to understand how a building of such
size and excellence of construction could be had for so
small a sum of money, namely, $26,000. The building will
accommodate seventy-five girls.
The institution is organized under the Industrial School
Act and is twenty-nine years of age.
The purpose of the home is three-fold:
First—To provide a home for dependent and homeless
girls of all ages under eighteen.
Second—To furnish a boarding place for girls having
some friends who will be responsible for their support
while in the home.
Third—To secure permanent homes in responsible families, either by commitment or by legal adoption.
For years it occupied rented quarters, but from the
start its work has been so efficiently done that it has
appealed to the generosity of the local public and today it
owns three acres of valuable land in the city of Bloomington and the new building, all of which is entirely free
from debt, and valued conservatively at $35,000. The
new building is fireproof. It is liberally equipped. All
the living rooms, working quarters, and dormitories are
light, well ventilated and plainly but well finished. It has
its own heating plant, and its own laundry.
The need of such an institution in this locality may be
seen from the fact that since its inception it has annually
provided a home and care for from twenty to sixty girls,
and in that time hundreds of girls have been helped to
become good and useful women through the Christian
influence of its home life, while scores of families have
been brightened and blessed by the little bright-eyed baby
or girl they have taken from the home.

It is the aim of the management to make the home not
institutional in any way. There are no uniforms for the
children; there are no rules, other than those of the home;
there are no locks and bars.
The children go to the public school like other children,
suitably dressed; they go to church and Sunday school;
they go to picnics; they play and visit just as do the
children whom the world calls fortunate.
A kindergarten training is also provided, by volunteer
workers, for those under school age. Under the direction
of the heads of the various departments, the children are
all given such training in domestic science as will enable
them to become useful members of the families in which
they may be placed, as well as self-supporting when they
attain the age limit of the home. They are also required
to assist in the care of the grounds, garden, chickens, and
cows.
The doors are always open to the homeless child. Always and at any time, she may come in and be cared for,
educated, taught useful arts, and remain as long as it is
necessary for her to stay.
The corporate powers of the home are vested in a board
of sixteen members, four of whom are the officers, who
are elected annually by the board of managers.
Alder Hey, A Military Orthopedic Hospital
Most of the British orthopedic centers are palatial
establishments, either converted modern poor law hospitals or asylums, or barrack hospitals built specially
for the purpose. They are situated in spaceous grounds,
providing ample room for the erection of auxiliary buildings. They have been established for the most part in
university towns.
Alder Hey Hospital at Liverpool was the first military
orthopedic hospital established. It is situated about five
miles from the center of the city, almost in the country,
on rising ground, with plenty of sunshine and fresh air.
It can accommodate 800 patients.
In the hospital
grounds a number of curative workshops, a new gymnasium, electrotherapeutical and hydrotherapeutical establishments and an operating theater have been erected.
An important feature is the massage department where
500 patients are daily treated by 29 masseurs and
masseuses.
The primary object of the curative workshops is improve the condition of muscles or to increase
the range of movement in a stiffened joint.
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HOSPITAL ACCOUNTING
Detailed A l l o w a n c e s and Expenditures of Departments S h o w n from Month to Month by
E x p e n s e Analysis—Value of S y s t e m in Stopping Leaks—
Benefits of the Budget S y s t e m
B Y C H A R L E S A . P O R T E R A N D H E R B E R T K . C A R T E R , OF T H E S T A F F OF T H E MODERN HOSPITAL
[Continued from November issue, p. 375]

EXPENSE ANALYSIS AND BUDGET
SYSTEM
EXPENSE ANALYSIS

T

HE Charge Register shows the departmental
expenses in a general way. Headings are
given in this book for the principal groups of expenditures, as heretofore explained, so as to facilitate the transfer of the individual expenditures
to the Expense Analysis sheets.
The Expense Analysis (Form 22) is for
the purpose of showing the detailed allowances and expenditures of the departments in such.
a manner that comparisons from month to month
and for the previous period and year may be
made. It also shows how the expenditures of each
department are to be distributed.
A sheet is made out for each department as
follows:

Form 22.

Expense Analysis.

1. Administration.
2. Wards.
3. Private rooms.
4. Emergency ward.
5. Dispensary.
6. X-ray.
7. Laboratories.
8. Social service.
9. Ambulance.
10. Housekeeping.
11. Steward's department.
12. Laundry.
13. Training school.
14. General house and property.
15. Heat, light, and power.
16. Corporation.
The following examples show in detail how
these sheets are made out:

Above, left-hand page; below, right-hand page; with binding margin to be added at right-hand and left-hand sides,
respectively. Actual size, 1 9 ¾ by 1 1 ½ inches.
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EXAMPLE No. 1—ADMINISTRATIVE
Item

Controllable expense:
Salaries and wages—
Superintendent and assistants
Purchasing agent
Clerks
Supplies—
Stationery
Printing
Postage
Miscellaneous
Telephone and telegraph—
Telephone service
Operators' salaries
Tolls
Telegraph service
Legal expense
Furniture and fixtures
Miscellaneous expense
Total controllable expense
Uncontrollable expense:
Corporation expense
General house and property
Total

Appropriation
for
month

$.

Expense
same period
last year

Expense
period to
date

Expense
present
month

$

$

$

$.

$

$

$

$

$

$

$.

$

$

$

$

$

$

$

$•

$

$

$

Charge percentage to wards
Charge percentage to private rooms
Charge percentage to laundry
Charge percentage to dispensary
Charge percentage to general house and property. .
Charge percentage to ambulance
Charge percentage to training school
Charge percentage to x-ray
Charge percentage to steward's department
Charge percentage to housekeeping
Charge percentage to emergency ward
Charge percentage to social service
Charge percentage to laboratories

$.

Total (as above)

NOTE.—All of the expenses of the Administrative Department are charged to departments by
percentages determined by the Superintendent and his assistants.
EXAMPLE No. 2—WARDS
Item

Controllable expense:
Salaries and wages—
Head nurses
Nurses
Dietitian
Etc. .
Etc
Etc
Supplies—
Medical
Surgical
Furnishings
Miscellaneous
Total controllable expense

Expense
period to
date

Expense
present
month

Appropriation
for
month

$

$

$

$

Expense
same period
last year

THE MODERN
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Uncontrollable
Charge from
Charge from
Charge from
Charge from
Charge from
Charge from
Charge from

expense:
administration
steward's department
housekeeping
general house and property
laboratories
x-ray
laundry

Total
Number of patient days treatment
Cost per patient per day

$

$

HOSPITAL
$

$.

$

$.

$

$.

Analysis sheets for emergency ward, social service, dispensary, and private rooms are made
out in this same way.
EXAMPLE No. 3—X-RAY DEPARTMENT

Controllable expense:
Salary of operator
Salary of assistants
Supplies:
Plates
Tubes
Miscellaneous

$

Total controllable expense
Uncontrollable expense:
Charge from administration
Charge from housekeeping
Charge from general house and property
Total expense
Charge percentage
Charge percentage
Charge percentage
Charge percentage

Expense
same period
last year

$

$

$

$.

$.

$

$

$.

$.

$

$.

$
$

$
to
to
to
to

Expense
period to
date

Expense
present
month

Appropriation
for
month

Item

wards
private rooms
emergency ward
dispensary

$

Total (as above)

The sheets for the laboratories, ambulance, training school, housekeeping, and laundry will be
made out very nearly like the above example.
EXAMPLE No. 4—STEWARD'S DEPARTMENT
Item

Controllable expense:
Salaries and wages—
Salaries for supervision.
Cooks
Scullions
General kitchen help. . .
Miscellaneous
Dairy products—
Milk
Cream
Buttermilk
Cheese
Eggs
Butter
Meat, poultry, and fish—
Beef
Mutton
Pork
Ham
Poultry
Game
Fish
Shellfish

Appropriation
for
month

Expense
same period
last year

Expense
period to
date

Expense
present
month

$.

$
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Groceries and provisions—
Flour and cereals
Bread and crackers
Coffee, tea, cocoa, and chocolate
Yeast, baking powder, etc
Confectionery and ice cream
Sugar, molasses, and syrups
Etc
Fruits and vegetables—
Potatoes
Carrots
Apples
Oranges
Etc
Miscellaneous—
Ice
Table Water
Coal
Supplies
Repairs
Total controllable expense
Uncontrollable expense:
Share of administrative expense
Share of general house and property
Total expense
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage
Charge percentage

to
to
to
to
to
to
to
to
to
to
to
to
to

$

$

$

$

$
$

$
administration
wards
general house and property. . .
private rooms
emergency ward
dispensary
social service
ambulance
housekeeping
laundry
training school
x-ray
laboratories

$

$

Total (as above)
EXAMPLE No. 5—GENERAL HOUSE AND PROPERTY
Item

Controllable expense:
Salaries and wages—
Mechanics
Elevator runners
Etc
Repairs—
Furniture and fixtures
Elevators
Etc
General supplies
Total controllable expense
Uncontrollable expense:
Heat, light, and power
Charge from administration
Charge from steward's department
Insurance
Taxes
Rent
Miscellaneous
Charge for depreciation.
Total expense

Expense
period to
date

Expense
present
month

Appropriation
for
month

$

Expense
same period
last year

$

$

$.

$

$

$

$

$

$

$

.
$

$
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Charge
Charge
Charge
Charge
Charge
Charge
Charge
Charge
Charge
Charge

percentage
percentage
percentage
percentage
percentage
percentage
percentage
percentage
percentage
percentage

to
to
to
to
to
to
to
to
to
to

HOSPITAL

administration
wards....
private rooms
emergency ward
dispensary
x-ray
laboratories
steward's department
laundry
training school

$

Total (as above)
EXAMPLE No. 6—HEAT, LIGHT, AND POWER
Appropriation
for
month

Item

Controllable expense:
Salaries and wages—
Engineers
Firemen
Supplies—
Fuel
Oil
Waste
Miscellaneous
Repairs

$

Total controllable expense
Uncontrollable expense:
Charge from administration
Charge from steward's department..
Total expense
Charge to general house and property.

Budget.

Expense
period to
date

$

$

$.

$.

$

$.

$.

$

$.

Actual size, 15 by 1 1 ½ inches.

Expense
same period
last year

$

$

$

$

The following illustration will show the value
of this book:
The Superintendent, in looking over the Expense Analysis, discovers that the amount spent
for rubber sheeting is in excess of the monthly
allowance and more than was allowed for a certain period. It is plain to be seen that purchases
of this article on such a scale will exceed the Budget allowance before the expiration of the year.
It is an easy matter for him to make an investigation to determine the cause of these excessive purchases, and make the curtailment necessary to
conform to the allowance of his Budget.
The Expense Analysis furnishes the means of

Form 23.

Expense
present
month

locating excessive expenditures in any department.
The first step in stopping a leak is to find its
location. It is a part of the purpose of this book
to locate these leaks, so that the Superintendent
may apply the proper remedy.
The Expense Analysis also furnishes a basis
from which to estimate future needs of the institution. It is from the data furnished by these
sheets that the Budget is made up.
THE BUDGET

The Budget is a list of estimate needs for a
given period based on a record of past expenditures.

Bound book, with binding margin to be added at left-hand side.

THE MODERN
The usual method of preparing a Budget is to
make a list of the past expenditures of each department for a given period and estimate the coming requirements by the future policy of the institution as approved by the Governing Board.
The Expense Analysis gives a comprehensive
record of past performances, but this is not sufficient in making up a Budget. There are other
factors to be considered. The advance or decline
in prices of supplies and material, additions to
the institution, or any change of the administra-

HOSPITAL

appropriation, if any, for the current year, and
the expenditures for the past year. The expenditures from July 1 to December 31 during the past
year and from January 1 to July 1 of the current
year, and the totals of the two, are shown in separate columns. This enables the executives to see
at a glance the expenditures of these periods.
In municipal hospitals the Budget system is
almost universally used, and, as a rule, they must
live within the bounds of their appropriation.
Private and quasi-public institutions will find the

Form 24. Superintendent's Monthly Report.

tive policy likely to affect the revenue or expenses
of the institution should be taken into account.
The importance of a comprehensive record of
past expenditures can be appreciated in preparing a Budget. A properly kept Expense Analysis
means the difference between a guess and an estimate in making future plans for an institution.
The Expense Analysis (Form 22) is designed for an institution using the Budget system. It will be noted that a monthly expense allowance is made for each department. This estimate is copied from the Budget.
The Budget as shown (Form 23) is designed
to present the request for the coming year, the

453

Actual size, 12 by 9 inches.

Budget system to be not only a benefit in anticipating expenses, but, if referred to at stated
periods, will notify the management through the
Expense Analysis when their expense are exceeding their appropriation. By being served
with this advance notice, the administrators are
enabled to solicit funds before bills are accumulated, before discounts are lost, and before the
efficiency of the institution is hampered by a lack
of a sufficient working capital.
The summary sheets of the Budget and an example of the sheets from the various departments
will be shown in succeeding chapters.
[To be continued.]
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HOSPITAL ACCOUNTING
The Budget S y s t e m Applied to Hospital Accounting—The Treasurer's Journal, C a s h B o o k ,
Income Ledger, E n d o w e d B e d Ledger, Loans and Notes Payable B o o k ,
General Ledger and Trial B a l a n c e
B Y C H A R L E S A . P O R T E R A N D H E R B E R T K . C A R T E R OF T H E STAFF OF T H E MODERN HOSPITAL
[Continued from December issue, p. 453]

BUDGET
SUMMARY OF EXPENDITURES FOR 1915 AND REQUEST FOR 1917.
Request
for
1917

Item

Operating expenses:
Corporation
Administration
Wards
Private rooms
Emergency ward
Dispensary
X-ray
Laboratories
Social service
Ambulance
Housekeeping
Steward's department
Laundry
Training school
General house and property..
Heat, light and power

Appropriation
for
1916

Excess of
request for
1917 over
expense for
1915

Expenditures
for
1915

$.

$

S.

$

Total for current expenses.
Capital expense:
Land
Buildings
Equipment

$.

$

$.

$

$.

$

$.

$

Total for capital additions.

$.

$

$.

$

Grand total
Salaries and wages:
Superintendent
Assistant Superintendent....
Purchasing agent
Head nurses
Special nurses
Nurses
Orderlies
Ward employees
Clerks
Steward's department
Housekeeping
General house and property..
Engineers
Firemen
Treasurer
Treasurer's clerk
Other employees

$.

$

$.

$

Total salaries and wages. . .
Supplies:
Coal
Medical and surgical
Office
Stewards
Miscellaneous

$.

$.

$.

$.

Total supplies

$.

$.

$

$

$

$
$
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Fixed charges:
Taxes
Insurance
Miscellaneous
Total fixed charges
General expenses:
Legal expense
Current funds for stated purposes.
S.

Grand Total

STEWARD'S DEPARTMENT

Salaries and wages:
Supervision
Cooks
Scullions
Kitchen help
Miscellaneous
Dairy Products:
Milk
Cream
Buttermilk
Butter
Cheese
Eggs
Meat, Poultry and Fish:
Beef
Mutton
Pork
Ham
Poultry
Game
Fish
Shellfish
Groceries and Provisions:
Flour and cereals
Bread and crackers
Coffee, tea, cocoa and chocolate
Yeast, baking powder, etc
Confectionery and ice cream. . .
Sugar, molasses and s y r u p s . . . .
Lard and other shorts
Spices and flavoring extracts. . .
Salt, pepper and condiments. . .
Canned meats
Canned soups
Canned fruits
Canned vegetables
Miscellaneous

Appropriation
for
1916

Request
for
1917

Item

Expenditures
for
1915

Excess of
request for
1917 over
expenditures for
1915

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

Miscellaneous:
Supplies
Repairs

$

$

$

$

Total

$

$

$

Fruits and vegetables:
Potatoes
Apples
Oranges
Lemons
Other vegetables
Other fruits

THE MODERN

36

THE

Form 25.

MODERN

HOSPITAL
HOSPITAL

Treasurer's Monthly Expense and Revenue Statement.

BOOKS OF THE TREASURER

The Treasurer should keep a Journal, Cash
Book, Income Ledger, Endowed Bed Ledger,
Loans and Notes Payable Book, General Ledger,
and Trial Balance.
The Trial Balance is made up from the totals
of General Ledger accounts.
Forms of entries, accounts, books and state-

Actual size, 1 2 ¾ by 14.

ments of the Treasurer are later shown in detail.
Donations, legacies, and investment returns
should be paid direct to the Treasurer and acknowledged by him. He should pay all loans,
mortgages, notes, taxes, etc., and make payments
for securities purchased for investment. In a
word, he should handle all receipts and expenditures relating to corporation affairs as well as

THE MODERN

Form 26. Treasurer's Monthly Surplus and Deficit Account and Balance Sheet.

make remittances to the Superintendent for operating expenses.
A four-column Cash Book should be used for
the average hospital by the Treasurer. The debit

37
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Actual size, 11¾ by 14 inches.

headings are: income from investments, donations
and legacies unrestricted, donations and legacies
restricted, and miscellaneous; and the credit
headings are: investments, investment expense,
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remittances to the Superintendent, and miscellaneous.
In the large hospitals, where many unrestricted
legacies and donations are received, a separate
book should be kept in which these are entered
in detail and the total posted to the Cash Book
a t the end of the month. In small institutions a
two-column Cash Book may be used.
All cash received is entered on the debit side
of the Cash Book, showing General Ledger account and income account (if it is an income ent r y ) , to which it should be posted. All cash paid
out, as shown by the Check Book, is entered on
the credit side and the name of General Ledger
account to which it is to be posted shown, as well
as the income account if expended as a charge
against such.
Reference is made in the folio column of the

HOSPITAL

Cash Book to the General Ledger or Income
Ledger page to which the posting was made.
As soon as the Treasurer receives the monthly
report of the Superintendent, a check should be
deposited to the account of the latter to make up
the deficit and to take care of bills payable in
order that discounts may be taken and a suitable
balance maintained.
Where employees are paid but once a month it
is good policy for the Superintendent to draw on
the Treasurer for the amount required to meet the
pay roll. This has the tendency of reducing the
cash balance required by the Superintendent.
It is not necessary for the Treasurer to keep a
cash account in the General Ledger, as the Cash
Book shows the balance on hand at any time.
The following table gives ordinary expenditures
and accounts to which they are chargeable:

Item

Superintendent
Taxes
Insurance, prepaid
Interest
Interest purchased
Loans and notes payable
Loans and notes receivable
Mortgages payable
Investments purchased (not including interest)
Legal expenses
Miscellaneous

Account chargeable to

Treasurer's account with Superintendent.
Income account, investment account.
Prepaid insurance account.
Interest and discounts.
Interest purchased account.
Loans and notes payable.
Loans and notes receivable.
Mortgages payable.
Bonds, stocks, mortgages receivable, real estate, other investments (name).
Interest purchased account.
Sundries or proper account.

The cash received will usually be for items chargeable to the accounts as shown by the following
table:
Ledger account chargeable to

Item

Treasurer's account with Superintendent.
Superintendent
Donations, unrestricted account.
Donations, unrestricted
Legacies, unrestricted account.
Legacies, unrestricted
Income from investments held in General Endowment Fund. . . Income from investments, General Endowment Fund.
Income from investments, Endowed Bed Fund.
Income from investments held in Endowed Bed Fund
Income from investments held in Partly Endowed Bed F u n d . . . Income from investments, Partly Endowed Bed Fund.
Treasurer's account with Superintendent.
Membership
Income from investments of Special Funds (list each separately).. Income from investments of Special Funds (list each separately).
Income from unrestricted investments.
Income from unrestricted investments
Proper account.
Miscellaneous revenue on income
Stocks, bonds, mortgages, notes, or other investments (name).
Cash, sales of investments
Treasurer's account with Superintendent.
Cash received, loans or notes payable
Loans and notes payable account.
Cash received, loans or notes receivable
Interest purchased account.
Interest purchased
Prepaid insurance account.
Prepaid insurance
Endowed Bed Fund.
Endowed Bed Fund
Partly Endowed Bed Fund.
Partly Endowed Bed Fund
General Endowment Fund.
General Endowment Fund
Reserve funds account, proper reserve fund account.
Special reserve funds (list each separately)
Surplus and deficit.
Insurance companies for damages
Proper account.
Miscellaneous sources

Petty cash funds for the Treasurer and the Superintendent are entered direct from the Cash
Book to the General Ledger and held as a Special Reserve Fund.
[To be continued.]
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The Journal U s e d for Debits and Credits Which D o Not
Journal Entries
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[Continued from January issue, p. 38]
THE

reference, including any necessary information
pertaining to them. An ordinary Journal may be
used that has the date, item, folio, and amount columns. Reference should be made in the Journal
to the page in the General Ledger to which each
item is posted.

JOURNAL

Owing to debits and credits to the General
Ledger and Income Ledger which do not involve
cash, and consequently cannot be posted from the
Treasurer's Cash Book, it is necessary that a Journal be used to handle these transactions for future

TREASURER'S JOURNAL ENTRIES

1
Mortgages receivable
Dr.
Bonds
Dr.
Stocks
Dr.
Other investment accounts (list).
Donations unrestricted
Cr.
Legacies
Cr.
For value of same, not including accrued interest, given to the hospital; record of
details, including name of donor, etc., name of stock or bond or property on which
mortgage was issued.

$.
$.
$.
$.
$.
$.

2
Mortgages receivable
Investment account
For value of same received in full or part payment of property sold.

.Dr. $
.Cr.

3
Mortgages receivable
Bonds
Stocks
Other investment accounts.. .
General Endowment Fund.
Endowed Bed Fund
Partly Endowed Bed Fund.
Other funds accounts
For value of above given to these Reserve Fund accounts during month (describe
detail).

.Dr. $
.Dr. $
.Dr. $
$
.Cr.
.Cr.
.Cr.
.Cr.
in

$

$
$
$

4
General Endowment Fund.. .
Endowed Bed Fund
Partly Endowed Bed F u n d . . .
Other Reserve Fund accounts.
Surplus and deficit account.
Amount charged off above account, liability of the hospital having ceased.

Dr.
Dr.
Dr.
Dr.
Cr.

$
$
$
$

It is to be understood here, as in all journalizing, that the debits are given first and the credits
last, and the latter indicated by the amount being set to the right.
5
Partly Endowed Bed Fund
Dr. $.
Endowed Bed Fund
Cr.
Accounts transferred from Partly to Endowed Bed Funds owing to completion of
endowments during month.

6
Buildings and real estate
Dr.
Furniture and
fixtures
Dr.
Apparatus and instruments
Dr.
Equipment, etc
Dr.
Capital account
Cr.
For expenditures as shown by voucher register and reported by the Superintendent for
the month.

$
$
$
$
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7
Buildings and real estate
Furniture and fixtures
Equipment, etc
Capital account
Value of above received during the month if capitalized.

Dr. $
Dr. $
Dr. $
Cr.

8
Investments
Buildings and real estate
Furniture and
fixtures
Equipment, etc
Surplus and deficit account
For profit on sale of such property above its book value.

Dr. $
Dr.
Dr. $
Dr. $
Cr.

$.

Dr. $
Dr. $
Cr.
Cr.

$.
$.

9
Surplus and deficit
Capital account
Building and real estate
Furniture and

fixtures

Equipment, etc
Loss due to fire or sale on above during the month.

. . .Cr.

$.

10
Depreciation reserve
Buildings
Equipment
Etc
For reserve for depreciation and repairs on capital property.

Dr. $
Cr.
Cr.
Cr.

$.
$.
$.

11
Surplus and deficit account
Dr. $
Mortgages receivable
Cr.
Bonds
Cr.
Stocks
Cr.
Other investments
. . Cr.
Loans or notes receivable
Cr.
Loss or depreciation charged off during the month on account of sales or a basic change
in values.

$.
$.
$.
$.
$.

12
Surplus and deficit account
Treasurer's accounts receivable
For such accounts charged off as uncollectible during the month.
separately.

Dr. $
Cr.

$.

Dr. $
Cr.

$.

List each account

13
Loans and notes payable
Loans and notes payable.
For renewals of above during the month.
debit side is used.

List each on one side only—usually the

14
Treasurer's account with Superintendent
Dr. $
Hospital earnings
Cr.
Amount of Superintendent's bills receivable and other hospital earnings as shown by
his report for the month.

$.

15
Treasurer's account with Superintendent
Surplus and deficit account
Surplus amount of general material on hand as shown by Superintendent's report.

Dr. $
Cr.

$.

16
Surplus and deficit account
Dr. $
Treasurer's account with Superintendent
Cr.
Grand total current and capital expenditures as shown by the Voucher Register—list
later. Superintendent's accounts receivable charged off during the month as reported
by the Superintendent. Loss and depreciation of general materials as reported by
Superintendent. (See Schedule 1.)

$.
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17
Grand total current revenue for month:
Hospital earnings
Dr.
Donations
Dr.
Donations unrestricted
Dr.
Legacies
Dr.
Legacies unrestricted
Dr.
Income investments in General Endowment Fund
Dr.
Endowed Bed Fund
Dr.
Partly Endowed Bed Fund
Dr.
Special funds (list)
Dr.
Appropriations from special funds for current expenses
Dr.
Miscellaneous
Dr.
Surplus and deficit
Cr.
Amounts transferred from above to surplus and deficit account during the month.

$
$
$
$
$
$
$
$
$
$
$
$.

18
Treasurer's accounts receivable
Income
Reserve funds
Other revenue or income accounts

Dr. $
Cr.
Cr.
Cr.

$
$
$.

Dr. $
Cr.
Cr.
Cr.
Cr.

$
$.
$
$.

For amounts accrued during the month and remaining unpaid.

19
Capital account
Hospital land and buildings
Equipment
Machinery and tools
Apparatus and instruments, etc
For book value of sales as per Individual Ledger accounts.

20
Mortgages receivable
Mortgages receivable
For renewals of mortgages (give details).

Dr. $
Cr.

In case the Treasurer of a hospital has to open a set of books for the reason that a new institution is being started, he will have to make the following Journal entries:
1
Subscriptions
Dr. $
Capital
Cr.
For amount of subscriptions guaranteed by individuals (the names and amounts
appearing on the subscriptions list).

2
Stocks
Bonds
Subscriptions
For the amounts paid in by the subscribers.

Dr. $
Dr. $
Cr.
[To be continued.]
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HOSPITAL ACCOUNTING
General Ledger of Average E n d o w e d Hospital With Funds Invested in Real and Personal
Property Described—The More Important A c c o u n t s Worked Out in Full—
Income Ledger and E n d o w e d B e d Ledger Explained
BY

CHARLES

A . P O R T E R AND H E R B E R T K . C A R T E R

OF T H E STAFF OF T H E MODERN HOSPITAL

[Continued from February issue, p. 111]

GENERAL LEDGER
It will probably be unnecessary to make any changes in the General Ledger accounts of the
average endowed hospital whose funds are invested in real and personal property of various kinds.
The usual General Ledger accounts are as follows:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

Cash.
Hospital land and buildings.
Equipment.
Machinery and tools.
Furniture and fixtures.
Apparatus and instruments.
Treasurer's account with superintendent.
Accounts receivable.
Stocks.
Bonds.
Mortgages receivable.
Surplus and deficit.
Accounts payable.
Mortgages payable.

15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.

General material.
Supplies.
Loans and notes payable.
Hospital earnings.
Donations restricted.
Legacies restricted.
Income from General Endowment Fund.
Income from Endowed Bed Fund.
Income from special funds.
Prepaid insurance.
Accrued and prepaid taxes.
Capital account.
Reserve for depreciation.

It is understood that individual accounts will have to be kept with each creditor and debtor,
with each kind of stock, bonds, and piece of real property, and that the Income Ledger and loans and
notes payable are not a part of the General Ledger, but are merely descriptive books used for convenience, which it is not necessary for small and private hospitals to keep.
Examples of the more important accounts to be found in the average General Ledger are shown
below. No cash account is kept in this book, because the cash book makes it unnecessary.
1
HOSPITAL LAND

A N D BUILDINGS
CR.

DR.

Total of previous months
$
Capital account
$
For expenditures as shown by Voucher Register and reported by Superintendent as per
Journal entry.
Capital account
$
For value of buildings donated to hospital
and capitalized as per Journal entry 7.
Surplus and deficit
$
For profit on sale of property as per Journal
entry 8.

Total

$

Total of previous months
.
Cash
For receipts on account of sales as per Cash
Book.
Depreciation reserve
For depreciation charged off for the month
as per Journal entry 20.
Capital account
For loss by fire charged as a reduction of
capital as per Journal entry 9.
Surplus and deficit
For loss on sale of property as per Journal
entry 9.
Total

$.
$.
$.
$.

$.

$

The difference in the totals equals the value of hospital land and buildings as shown on the balance sheet.
The Ledger accounts with equipment, machinery and tools, apparatus and instruments, etc.,
should be handled in the same manner.
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2
TREASURER'S ACCOUNT WITH THE SUPERINTENDENT
DR.

CR.

Total of previous months
Hospital earnings
As per Journal entry 14. These include receipts of dispensary, emergency ward, and
miscellaneous items.
Cash
For remittances to the Superintendent as
per Cash Book.
Surplus and deficit
For surplus material on hand as shown by
the Superintendent's report as per Journal
entry 15.

Total

$.
$.

Total of previous months
Surplus and deficit
Current expenditures as reported by the
Superintendent, as per Journal entry 16.
Capital expenditures
As reported by Superintendent, as per Journal entry 16.
Surplus and deficit
For Superintendent's account receivable,
charged off during the month as per Journal
entry 16.
Surplus and deficit
Loss and depreciation of material as per
Journal entry 16.
Cash
For remittances by Superintendent to the
treasurer as per treasurer's Cash Book.

$.
$.

$.

Total

$
$
$
$

$

$.

9.

The difference in the totals equals the balance of the Treasurer's account with the Superintendent.
3
HOSPITAL EARNINGS

ACCOUNT

DR.
CR.

Total of period to date
$
Surplus and deficit
$
For amount transferred as per Journal entry
17.
Total

Total of period to date
$
Treasurer's account with Superintendent
as shown by Superintendent's report per
Journal entry 14.
Total

$

$

Account will balance monthly.
4
ACCOUNTS RECEIVABLE
DR.

CR.

Total of period
$
Cash
$
As per Cash Book, surplus and deficit,
Journal entry 12, for uncollectable accounts
receivable charged off during the month.

Total of period
$.
Amounts due and unpaid as per Journal entry 18.

Total

Total

$.

$

5
STOCKS
DR.

Total of period to date
Cash
Stocks purchased during the month, not
including accrued interest as per Cash Book.
Donations restricted
Value of stocks donated, not including accrued interest, as per Journal entry 3.
Donations, unrestricted
Value of stocks donated, not including
interest, as per Journal entry 1.
Surplus and deficit
Profit on stocks sold during month as per
Journal entry 10.
Total

CR.

$.
$.

$.

Total of period to date
$
Cash
$.
Stocks sold during month entered from Cash
Book
$.
Surplus and deficit
$.
Loss or depreciation charged off during month
as per Journal entry 11.

$.

$.

$

Total

$.
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The bonds account and mortgage receivable account should be handled in about this same manner.
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10
PARTLY ENDOWED BED FUND
CR.

DR.

Total to date
$
Endowed Bed Fund
$
Amounts transferred as per Journal entry

Total to date
Cash, as per Cash Book

$.

Surplus and deficit
$
Amount charged off owing to cessation of
liability as per Journal entry 4.
Total

$

Total

$.

Balance of account equals Partly Endowed Bed Fund.
This account is used for the endowment of beds by installments, and on completion of these are
transferred to the Endowed Bed Account. Donations to this fund may be invested and the income
used as a part of the General Endowment Fund until the time of transfer, when the income will be
shown under the income from investments held in Endowed Bed Fund.
11
GENERAL ENDOWMENT FUND
DR.

CR.

Total to date
$.
Surplus and deficit
$.
Amount transferred to this account owing
to cessation of liability as per Journal entry
4.

Total

Total to date
Cash
As per Treasurer's Cash Book.
Mortgages receivable
Stocks
Bonds
Or other investment securities
Journal entry 3.

$.

$
$
$
$
$
as

per

Total

$

Difference in totals equals General Endowment Fund.
12
SPECIAL FUND (ANY)
CR.

DR.

Total to date
$
Surplus and deficit
$
Appropriations to meet expenses chargeable
to this fund as per Superintendent's report,
as per Journal entry 17.

Total

Total to date
Cash
Income from investments held in this fund
as per Cash Book.
Mortgages
Stocks
Bonds or other investments given to this
fund during the month as per Journal entry
4.
Total

$

$
$
$
$

$

Balance equals amount of the special fund.
The General Ledger accounts with all Funds show only their extent. Increases and decreases,
except where the income is added to the principal, are charged to surplus and deficit.
In the Income Ledger should appear an account with each fund and an account with each individual security of each fund. The total of the income is then posted to the fund income account,
together with taxes or other current expenses which decreased the income of this fund. The balance
of the account is then transferred by Journal entry No. 17 to the surplus and Deficit Account.
13
LOAN AND NOTES PAYABLE
DR.

Total to date
Cash
Loans paid as per Cash Book.
Loans and Notes payable
Renewals as per Journal entry 13.
Total

CR.

$.
$.
$.
$.

Total to date
Cash
Loans accrued as per Cash Book.
Loans and notes payable.
Renewals as per Journal entry 13.
Total

$
$
$
$
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Mortgages payable may be treated in this

SURPLUS AND D E F I C I T ACCOUNT
DR.

CR.

Totals
Superintendent's account with Treasurer
Current expense as per Journal entry 16.
Superintendent's account with Treasurer....
Capital expenditures as per Journal entry 16..
Superintendent's accounts receivable, as per
Journal entry 16
Uncollectable accounts receivable charged off
during month
As per Journal entry 16.
Accounts receivable
Treasurer's accounts receivable
Charged off as uncollectable during month
as per Journal entry 12.
Material
Loss or depreciation.
Surplus and deficit
Loss or depreciation
Charged off investment accounts as per
Journal entry 11.

Total..

$.
$.

Totals
Income
Current revenue
For month as per Journal entry 17.
Bonds
Stocks
Other investments
Profit on sale of such investments
As per Journal entry 10.
Hospital properties
Profit on sales of above as per Journal entry
8.
Endowed Bed Fund.
General Endowment Fund
Special Funds
Amount charged off during month owing to
cessation of liability of hospital account
with Superintendent
Surplus by inventory
As per Journal entry 15.
Cash as per Cash Book for damages by fire,
etc
Funds
Amount charged off owing to cessation of
liability as per Journal entry 4.

$.
$.
$.
$.
$.
$.
$
$.
$.

$

Total

.

$
$
$.
$
$.
$.
$.
$

$.
$.
$.
$.

$.
$.

$.

Balance equals surplus or deficit. This account shows the standing of the hospital in regard to
working capital. A deficit means that the management must work to the end that the reserve funds
will not be attacked. A surplus will show the amount of working capital which the hospital has on
hand.
The Ledger accounts, as a whole, should be balanced at the end of each fiscal year and the balances
carried forward. These balances must agree with the Balance Sheet.
Accounts should also be ruled off when at any time they happen to balance during the year, to
save additions.
15
MORTGAGES RECEIVABLE
CR.

DR.

Total of previous months
Mortgages receivable
For renewals as per Journal entry 20.
Donations and legacies
For value of same, not including accrued
interest given to the hospital during the
month, as per Journal entry 1.
Capital account
Investment account concerned
For value of same given in part or full payment for property sold as per Journal
entry 2.
Endowment funds
Special funds
For value of mortgages donated to these
funds during the months as per Journal
entry 3.
Total

$.
$.
$.

$
$.

Total of previous months
Mortgages receivable
For renewals as per Journal entry 20.
Surplus and deficit
For loss or depreciations charged off as per
Journal entry 11.
Cash
.
For money received in payment of mortgages as per Treasurer's Cash Book.

$
$
$
$

$.
$

$

Total

The difference in the totals equals mortgages receivable.

$
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16
DONATIONS AND LEGACIES UNRESTRICTED
DR.

CR.

Total of previous months
Surplus and deficit
Amount of unrestricted donations
ferred as per Journal entry 17.

Total

$
$

Total of previous months
Cash
Amount of donations as per Cash Book.
Mortgages receivable
Bonds
Stocks
Other investments
For amounts of these donated to hospital
as per Journal entry 1.

trans-

$.

Total

$
$
$
$
$
$

$

This account should be balanced monthly.
17
INCOME
Income From Investments

Held in General Endowment

Fund

DR.

CR.

Total of previous months
$.
Taxes
$.
Or other than petty current expenses
charged against income from these investments as per Treasurer's Cash Book.
Surplus and deficit
$. .
Net income from these investments transferred to surplus and deficit account as per
Journal entry 17.
Total

$.

Total of previous months
$
Cash
$
For receipts on account of investments held in
this fund as per Treasurer's Cash Book.
Accounts receivable
$
Income due and unpaid on investments held
in this fund as per Journal entry 18.

.

Total

$

This account will balance monthly.
18
DEPRECIATION RESERVE
Buildings
CR.

Total of previous months
$
Surplus and deficit account
$
For cost of repairs as shown by voucher
register and Journal entry 16.

Total of previous months
$
Buildings
$
For depreciation on such as per Journal
entry 10.
Total

Total

$

$

The difference in the totals of this account equals the reserve for depreciation on buildings.
Other depreciation accounts are handled in this same manner.
A surplus and deficit statement (Form 26) is a record and not a part of the General Ledger,
shown and also a form of the Treasurer's Trial while the latter closes into its proper account in
Balance and Balance Sheet. It is the best practice the General Ledger.
to make a full statement of all operating accounts
ENDOWED BED LEDGER
each month.
The Treasurer should have a separate ledger
Before explaining the Trial Balance, the Income
for Endowed Beds, and various accounts in this
Ledger and Endowed Bed Ledger will be de- book headed by the person or persons, or organizascribed.
tion, endowing a bed.
INCOME LEDGER AND ENDOWED BED LEDGERS

Two subsidiary books of the General Ledger
are kept—namely, the Income Ledger books and
Endowed Bed Ledger, the first of which is only
Endowed by
Duration
Nominor....
Successor. . .
Remarks

Example No. 1 for full endowment, example
No. 2 for partial endowment, and example No. 3
for transfers to the general fund are shown below:

ENDOWED BEDS
No
Name. .
Address
Address
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DR.

CR.
Amount

Folio

Item

Amount

Folio

Cash
As per Cash Book.
Partly Endowed Bed Fund, Journal entry 5

$.

Surplus and Deficit
Charged off owing to cessation of liability of hospital as per Journal entry 14.
$

If this last entry is made, the account will balance and is closed.
totals equals the amount of the account.
[To be continued]

If not, the difference in the
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HOSPITAL ACCOUNTING
Loans and Notes Payable B o o k , I n c o m e Ledger, and B a l a n c e Sheet Described—
Treasurer's Trial B a l a n c e and B a l a n c e Sheet—Systems of Accounting
for Use in Hospitals Which Use Only One Set of B o o k s
B Y C H A R L E S A . P O R T E R AND H E R B E R T

K . C A R T E R OF T H E S T A F F OF T H E MODERN HOSPITAL

[Continued from March issue, p. 181]

order to show a complete accounting of the
principal, income, and expense of each class of
The Loans and Notes Payable Book is somesecurities.
times called the Bill Book, and it is used merely
As many of these securities are a part of the
to keep a record of all loans and notes, showing
endowment of a certain specific fund, it will be
makers, date when due, rate of interest, etc.
necessary to keep ledger accounts with each fund
These records should be kept on standard forms
separately; by this means the monthly income
suitable for this purpose, which may be purchased
may always be ascertained for any particular
at any stationer's.
fund.
The income as it accrues is posted to its proper
T H E I N C O M E LEDGER
account from the Treasurer's Cash Book if paid,
The Income Ledger is a subsidiary of the Gen- or by Journal entries if unpaid. This procedure
eral Ledger and its relation to it is the same as is explained in the example under Treasurer's
that of the Bill Book to the Superintendent's Gen- Journal entries.
eral Ledger.
These accounts are posted to one General LedIn this book individual accounts are kept with ger account only from the Cash Book and entered
each kind and issue of bonds, stocks, mortgages, from there to the Treasurer's Balance Sheet in
and properties owned for investment purposes in total, or listed for an exhibit, if desired.
L O A N S A N D NOTES PAYABLE BOOK

INCOME LEDGER
GENERAL ENDOWMENT FUND
Bond

Accounts

Rate of interest
Dates

Name of issue
Payable at. . .
Principal due.

CR.

DR.
Item

Date

No. shares at (price) purchased.
No. shares at (price) purchased,
*No. shares at (price) sales. ...
Profit on sales

Folio

C.
C.
C.
C.

Amount

Date

B.
B.
B.
B.

Item

Interest
Interest
Interest
Interest

for
for
for
for

(time)
(time)
(time)
(time)

Folio

C.
C.
C.
C.

Amount

B.
B.
B.
B.

*This entry should be made in red ink.

The difference between the black figures and the market prices equals increase or decrease of
value for the month.
Bonds should not be revalued every month. The value should remain constant on the books
unless a sale is made.
Journal entry 8 should show how this profit is to be cared for.
Stocks are entered in the same manner as bonds accounts, as shown below.
Stock

Accounts

Name of issue

Rate of interest

Payable a t . . .

Dates

Principal due.
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footings of each of the accounts in his General
Ledger that are not closed into the surplus and
deficit account, and from this the Balance Sheet
is made. The surplus and deficit account forms
a part of the Balance Sheet. A fault which is
commonly found is that of calling the Balance
Sheet a Trial Balance.
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having one set of books for the Superintendent
and another for the Treasurer.
Many institutions will need to keep but one
set of books, thereby eliminating much work in
handling their accounts. One Journal, one Cash
Book, and one General Ledger need be kept in this
case. It eliminates the Superintendent's account
with the Treasurer, as the items appearing
therein are posted direct to surplus and deficit or
other accounts, as indicated by the Journal entries
below. The Journal entries would then be:

HOSPITALS USING ONE SET OF BOOKS

There have been described in detail the average books and accounts necessary for a hospital
1

Surplus and deficit account
Accounts receivable
For uncollectable accounts receivable charged off during the month.

Dr.
Cr.

$

2
Overpayments by patients
Dr. $
Hospital earnings
Cr.
For accumulated unclaimed overpayments by patients transferred to hospital earnings.

$

3
Material
Dr. $
Surplus and deficit
Cr.
For surplus amount of material found by inventory above that shown by the material
account.
4
Surplus and deficit
Dr. $
Material
Cr.
Loss or depreciation of material as shown by inventory not to be on hand as per
material account.

$

$

5
Hospital earnings
Unclaimed wages
For accumulated unclaimed wages transferred to hospital earnings.

Dr. $
:...Cr.

$

6
Surplus and deficit account
Dr. $
Hospital earnings
Cr. $
This account should be balanced monthly by transferring hospital earnings to surplus
and deficit account.

7
Surplus and deficit account
Accounts payable
Grand total of current expenses for month as shown by Charge Register

Dr. $
Cr.

$
$

8
Grand total current revenue for month consisting of:
Hospital earnings
Donations, unrestricted
Legacies
Income from investments held in Endowed Bed Fund
General Endowment Fund
Special funds (enumerate)
The income of which is to be used to meet current expense.
Income from unrestricted investments
Appropriations from special funds to meet current expense
And any other accounts composing grand total current revenue for the month
Surplus and deficit account

Other entries noted under the Treasurer's Journal and numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11,
12, 13, and 18 will be made as per those examples.
The Cash Book will consist of the General Cash

Dr.
Dr.
Dr.
Dr.
Dr.
....Dr.

$
$
$
$
$
$

Dr.
Dr.
Dr.
Cr.

$
$
$
$

Books, Patients' Cash and Receipt Books, and
Combination Cash and Check Books. An extra
column should be used on the debit side for income and another for donations.
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The same Charge Register will be used.
Pay Patients' Ledger, General Ledger, Income
Ledger, Endowed Bed Ledger, and Notes and
Loans Payable Book will be kept. The principal
change in the General Ledger will be the omission
of the Treasurer's account with the Superintend-

HOSPITAL
ent and the addition of Pay Patients' Accounts
Receivable.
The smaller hospitals and private hospitals will
not need to keep an Endowed Bed Ledger or an
Income Ledger, but can keep the necessary accounts in the General Ledger.

SCHEDULE 1—STATEMENT OF CORPORATION, OPERATING AND OTHER CURRENT EXPENSES OF
THE MODERN HOSPITAL.

Corporation

Present year

expenses:

Salaries
Stationery, printing and postage
Telephone and telegraph
Legal expenses
Interest
Taxes
Insurance
Miscellaneous expenses

$

Last year

$

...

Total $

2
Administration

Present year

expenses:

Salaries and wages
Stationery, printing and postage
Telegraph and telephone
Legal expenses
Furniture and fixtures
Miscellaneous expenses
Total

$

Last year

$
....

$

3
Professional

care of patients:

Salaries—
Doctors
Superintendent of Nurses
Head of Nurses
Nurses
Orderlies
Apparatus and instruments
Equipment for nurses and orderlies.
Medical supplies
Surgical supplies
Dispensary—
Salaries and wages
Medical supplies
Surgical supplies
Miscellaneous supplies
Pathological laboratory—
Salaries
Drugs and chemicals
Miscellaneous
X-ray service—
Salaries
Plates
Tubes
Miscellaneous
Social s e r v i c e Salaries
Medical supplies
Surgical supplies. .

Clothing
Miscellaneous
Emergency ward—
Salaries

Preaent year

$$

Last year
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Medical supplies
Surgical supplies
Miscellaneous
Total

$

$

4
Present year

Departmental

Last year

expenses:

Ambulance—
Wages
Gasoline
Supplies
Repairs
Steward's department—
Meat, poultry, and fish
Dairy products
Groceries
Fruits and vegetables
Salaries
Miscellaneous
Training school—
Salaries and wages
Supplies
Miscellaneous
LaundrySalaries and wages
Supplies
Repairs
Housekeeping—
Salaries and wages
Supplies

$

$

......

....

....

Total...

$

$

5
General

house property:

Preent year

Heat, light and power—
Salaries and wages
Fuel
Oil
Waste
Lighting
Repairs
Miscellaneous supplies
Maintenance buildingsLabor
Material

Last year

$ $

Supplies
Miscellaneous
Maintenance Equipment—
Salaries and wages
Supplies
Insurance and taxes—
Rent
Miscellaneous
Grand total current expenses.

$ $

6
Current

expenses from special funds for stated

purposes:

List each separately—
Item
Item
Item
Total
Excess of current revenue over current expenses surplus for the year

$

$
$
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SCHEDULE 2
STATEMENT OF CURRENT REVENUE

1916

Private room patients
Board special nurses
Board of friends of patients
Ward pay patients
Special nurses
Dispensary
Emergency ward
Ambulance fees
Pathological laboratory
X-ray
Miscellaneous

$

Total hospital earnings

$

1915
$

....

$

OTHER REVENUE OR INCOME
From the treasury
Donations from individuals for current expenses
Donations from churches.
Donations United Hospital Fund
Receipts from entertainments, etc
Legacies, unrestricted
Income from General Endowment Fund
Income from Endowed Bed Fund
Income from Partially Endowed Bed Funds
Miscellaneous fund incomes
Increase from unrestricted investments
Miscellaneous
Total other revenues or income

1916

1915

$

$

$

$

APPROPRIATIONS FROM SPECIAL FUNDS TO MEET CURRENT E X P E N S E S
1916

1915

From fund
$
Total appropriations from special funds to meet current expenses

$

Grand total current revenue
Excess of current expenses over current revenue

$

$

SCHEDULE 3
SURPLUS AND D E F I C I T ACCOUNT
1916

Grand total current expense
(No. 1)
$
Capital expenditures—
Real estate
Additions and betterments
Buildings
Furniture and fixtures
Tools and machinery
Apparatus and investments
Item
Item
Item

1915

$

....

Total capital expenditures. . $
Superintendent's bills receivable charged off
Treasurer's bills receivable
charged off
Loss on investments charged
off (enumerate)

$

Total
Surplus for the year

$

Total

$
$

1916

Grand total current revenue
(No. 2)
$
Real estate
Buildings, book value
Equipment sold
Item
Item
Item
Profit on above (enumerate)
Profit on investments sold
(enumerate)
Charged off funds owing to
cessation of liability of
hospital
Insurance
Indemnities, etc

1915

$

....
....

Total
Deficit for the year

$

$

Total

$

$

$..
[To be continued.]
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HOSPITAL ACCOUNTING
Comparative B a l a n c e Sheets—Comparative Statistics of Patients T r e a t e d — A p p e n d i x Materials and Supplies—Fixed Assets—Corporation E x p e n s e s
B Y CHARLES A . PORTER AND HERBERT K . CARTER OF T H E STAFF OF T H E MODERN HOSPITAL
[Continued from April issue, p. 255]

SCHEDULE 4
COMPARATIVE BALANCE SHEET FOR YEARS E N D E D DECEMBER 31, 1 9 . . . . AND 19
Capital

Assets

19

Hospital properties and e q u i p m e n t Land and buildings
Furniture and fixtures
Equipment
Apparatus and instruments
Ambulances
Miscellaneous
Investments—
Mortgages receivable
Bonds
Stocks.
Real property
Miscellaneous
Reserve for Depreciation

19

$

$

Increase

$

Decrease

$

..

....
....

Total capital assets

$

$

$

$

$

$

$

$

$

$$$

Grand total assets

$

$

$$

Deficit

$

$

$$

$

$

$$

Current

Bills receivable
Treasurer's accounts receivable
Superintendent's accounts receivable
Material on hand
Supplies
Cash, Superintendent
Cash, Treasurer
Prepaid insurance
Prepaid taxes
Prepaid interest
Prepaid expenses
Total current assets

Total

Assets

SCHEDULE 4
COMPARATIVE BALANCE SHEET FOR YEAR E N D E D DECEMBER 31, 1 9 . . . . , AND 19
Capital

Liabilities

19

Capital account
General endowment fund
Endowed Bed Fund
Partly Endowed Bed Fund
Other fund reserves (list each)
Bonds outstanding on hospital property
Mortgages payable
Total capital liabilities

$

19

Increase

Decrease

$$$

$

$

$

$
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Current

Loans and notes payable
Advance payments by patients
Overpayments by patients
Treasurer's accounts payable
Superintendent's accounts payable
Total current liabilities
Grand total liabilities
Surplus
Total

HOSPITAL

Liabilities

$

$$$

$

$

$

$

$

$

$

$

$

$

$

$

If grand total of liabilities is greater than grand total assets, there is a deficit; if vice versa, a
surplus. The more years this statement covers, the more interesting it is.
SCHEDULE 5
STATEMENT OF INCREASE OR DECREASE OF CAPITAL RESERVE FUNDS
Amount
first of
year

Description of funds

General endowment
Endowed Bed Fund
Partly Endowed Bed Fund
Reserve for depreciation
Other reserve funds (list).
Total reserve

Amount
received

Amount
end of
year

Expended

Increase

Proposed
a mount of
fund

Decrease

$

$

$

$

$

$

$

$

$

$

$

$

$

$

SCHEDULE 6
SUMMARY OF INCOME AND EXPENDITURES
Expenses
This year

Administration
Professional care of patients
Department expenses
House and property expenses

$

Last year

$

Total operating expenses$$
Corporation expenses
Out patients and social service
Grand total

$

$

Revenue
$

Patients' payments
City patients
Interest, dividends, and rentals
Miscellaneous
From operation and investments
Needed from voluntary sources

$

SCHEDULE 7
COMPARATIVE STATISTICS OF PATIENTS TREATED
Wards and Private

Rooms

Present
year

Census January 1—
Medical wards, male
female
Surgical wards, male
female
Private rooms, male
female
Total

Past
year

$

$

$

$$

Increase
Decrease

$

Percent

$
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Admitted during year—
Medical wards, male
female
Surgical wards, male
female
Private rooms, male
female

$

$

$

$

$

$

$

$

$

Total
Discharged during year—
Cured
Improved
Unimproved
Transfers to other institutions.
Died

$

Total

$

$

$
Emergency

Ward
Present
year

Census January 1, male..
female.
Admittances,
male...
female.
Total treated,
male..
female.
Discharged,
male..
female.

Past
year

Increase
Decrease

Percent

Percent

Average
per day

$

Total

$.

$.

Present
year

Census December 31, male
female
Visits to ward during year
Average visits per patient
Average daily cost per emergency ward patients
Total

$.
Increase
Decrease

Past
year
$

$.

$

$.

$

$.

$

Dispensary

Census January 1, male
female.
Admittances,
male.. .
female.
Total treated,

male...
female.

$.

$

$.

$

$

$

$

$

Discharged
Census December 31
Total visits during year. . .
Average daily cost per visit
Average visits per patient..
Average cost per patient...
Past
year

Present
year

Census December 31—
Medical wards, male.. .
female.
Surgical wards, male.. .
female.
Private rooms, male.. .
female.
Total

. $.

$.

Increase
Decrease

Percent
$

$
$
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Present
year

Total patients'—days treatment
Free ward
Endowed bed
Pay ward
Private room
Total

Past
year

Increase
Decrease

Average
per day

Percent

$

$

$

$

$

$

$

$

$

$

Average time per patient in hospital

Census January 1, plus admittances and less discharges, and census December 31, divided into
patients days treatment, equals average time per patient per day in hosiptal.
Cost
Present
year

Daily average cost
Ward patients
Private room patients

Past
year

$

$

Ambulance
Present
year

Ambulance calls during year
$
Average calls per day
Average cost per call
Patients treated in emergency ward by
ambulance surgeon and transferred
Patients treated at place of call and left
there or taken to tother institutions
Total

Past
year

..

Increase
Decrease

$

$

Average
per day

Percent

$

.

$
..

.

$

$......

..

$.

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

X-Ray

Examinations during year
Average per day
Average cost per examination
Total

$

$..
Social

Census January 1
New patients
Discharges
Census December 31
Total number of visits
Average per day
Average cost per visit
Average cost per patient

$

Service

..

Total

$

Summary

Total treated in all departments
$
Average per day in all departments
Average number of employees boarded
Average daily cost of provisions for all people
fed
Total

$

APPENDIX
MATERIALS AND SUPPLIES

It is just as necessary to keep a proper record
of those things for which money has been spent
as it is to account for the money itself. Therefore

the storage and insurance of materials and supplies, and the proper records showing their receipt and delivery, are as important as the bookkeeping system used in the executive offices.
In most of the hospitals recently built the storerooms have been designed with a view of facilitat-
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ing the receipt and insurance of supplies, as well
as to protect the goods against vermin, moisture, and other destructive forces. In older hospitals, where no special care has been taken to
build a suitable storeroom, the executives should
analyze their needs with regard to the storage of
goods, and as far as possible arrange the racks,
bins, cupboards, shelves, etc., in a manner that
will permit of ready access of any supplies needed,
as well as to permit the placing of new goods received without unnecessary handling.
The larger hospitals, using large quantities of
materials and supplies, are more likely to appreciate the importance of careful storage, and the
proper kind of records controlling their receipt
and issuance, than are the smaller institutions
whose supplies are purchased as needed.
DELIVERY OF STORES

Stores should be delivered only on requisiton.
In some hospitals a messenger is employed to deliver stores to the departments ordering them.
In other cases stores are delivered direct to the
person presenting the requisition. In order to
avoid confusion, each institution should adopt
some method of delivery and make it standard.
The department head receiving goods should indicate their receipt on the requisition.
STEWARD'S DEPARTMENT

One of the most important departments of a
hospital is that under the supervision of the steward. In this department the operating efficiency
rests almost solely on the person in charge.
Wherever it is practicable to do so, standards of
consumption should be set. Under the direction
of a capable executive of this department meals
will be not only promptly and satisfactorily
served, but savings inaugurated which will insure
minimum operating costs.
SUPERINTENDENT'S CASH

At the end of each business day the cashier
should deposit the receipts of the previous day.
Where the Superintendent acts as the Cashier, the
deposits should be made to the Treasurer's account. The funds required by the Superintendent
are issued by the Treasurer.
In order to save time in the large institutions,
the Cashier should receive all money and the chief
clerk make the deposits. This gives a good internal check.
Checks for operating expenses, refunds to patients, etc., are made out by the chief clerk and
then submitted for the approval and signature of
the Superintendent.
AUDITS

The custom of having an independent yearly
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audit made by a public accountant has become
so well established as to make it unnecessary to
urge hospital executives to adopt this measure as
a regular custom.
It is only by this means that the administrators
can get a proper interpretation of legal and other
documents, a full knowledge of the proper classification of securities, and be sure that the hospital
is being conducted on sound business principles.
A properly prepared auditing report furnishes
a sound basis from which to plan the future conduct of the hospital.
APPRECIATION

As a general rule, it is not good practice to appreciate a capital account.
Land should appear on the Balance Sheet at
cost. Although it may enhance in value, increased taxes usually follow without any increase
in earning power or income. It is, therefore, best
to carry land on the books at cost, although it may
be clearly shown that values have increased. A
distinction should be made between improved and
unimproved property, because the latter may be
incumbered with taxes and other carrying charges.
By making this distinction the executives may
determine the amount to be set aside as a reserve
to cover these carrying charges.
It is, therefore, obvious that the only way to
determine appreciation is by actual sale of the
property.
DEPRECIATION

Buildings should appear on the Balance Sheet
at cost, and a sufficient depreciation reserve set
aside each year to cover wear and tear and obsolescence. This percentage may vary from 6 percent on wooden buildings down to 1½ percent on
modern fireproof brick and stone and concrete
structures.
Machinery and equipment may also appear on
the Balance Sheet at cost, provided a sufficient
depreciation reserve fund be made to cover wear,
tear, and obsolescence. The percentage usually
set aside for this purpose varies from 10 to 20
percent, and replacements are charged against
this reserve fund.
Boilers have to be replaced, engines wear out or
become obsolete, and other machinery wears out
and is replaced.
Apparatus and instruments should have a
proper reserve fund.
The money in these reserve funds does not
have to be invested in securities, but may be used
to carry on the business of the institution.
Small tools should be revalued at inventory
periods for Balance Sheet purposes and to disclose
loss or theft.
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Furniture and fixtures is an asset with but little bought or donated, a readjustment to make their
residual value, and the larger proportion should market value equal the par value is necessary.
be charged off as expense at cost.
The scientific method for caring for this readHouses become less valuable through age, so justment is called amortization, and necessitates
that they should be revalued at each inventory, a debit or a credit to the interest account at each
and the loss or gain charged to profit and loss.
periodical adjustment of their book value (usually
Ambulances, etc., depreciate rapidly, but so period is one year) to show the effective rate of
many replacements may be made that only a interest on the market value of the bonds at the
charge for accrued wear and tear should be time they were acquired.
applied.
It is interesting to show the market value of
FIXED ASSETS
bonds at the date of the Balance Sheet by means
of a foot note.
SINKING FUNDS
CHARTS

A reserve fund always represents an asset. In
many mortgages secured by the hospital land and
buildings it is provided that a certain amount
shall be set aside each year to clear the debt at
maturity. These reserves properly appear on the
Balance Sheet as assets. It should be clearly
shown what investments are held to cover these
reserves and what disposition has been made of
uninvested cash. Such reserves are commonly
called "sinking funds."
When bonds mature serially, they should be
shown as a reduction from the total outstanding
bonded debt—not carried as an asset. Proper
safeguards should be taken so that matured bonds
cannot be misused.

The Board of Managers of a hospital should
require that all office help, the steward, and purchasing agent go on annual vacations. This has
the double advantage of checking up employees
and departments and instructing clerks in duties
other than their own.

RESERVE FUNDS

GENERAL INFORMATION

Funds set aside on account of depreciation are
called depreciation reserve funds. There are also
reserves for bad debts, etc. These reserves are
assets, and may appear on the balance sheet as
such or as reductions of capital.
It is not the usual custom to invest reserves of
this kind in specific assets unless it is intended to
use them and the interest accrued thereon for the
building of another institution, etc.
The book value of capital asset plus the depreciation reserve should total the capital account.
Other fixed assets are investments, such as
bonds not purchased to be sold at a profit, etc.
Depreciation reserves should be large enough
to have the cost of repairs charged against them
and yet have them extinguish the account in a certain number of years.
Insurance companies have tables showing the
rates to be set aside each year for depreciation.
By charging repairs against depreciation, uniformity of costs is secured, so that comparisons
will mean something from year to year.
All money received whose income is to be used
for specified purposes or general expenses should
be invested in some safe bonds, or stocks, or real
property.
Bonds are seldom purchased at par, and, where

The average expenditures for several hospitals
in New York State are approximately as follows:

It is good policy to get up charts showing revenue and expenses by months, beds in use, and
other valuable information. Some may contend
that such charts are interesting, but cost too
much. They do not realize the cost of not getting
them up. In seven weeks the bonding companies
listed shortages of a half million dollars.
VACATIONS

Percent

Provisions
Salaries and wages
Miscellaneous
Fuel and light
Medical and surgical support
Clothing
Furniture and fixtures
Ordinary repairs

36.5
34.9
10.4
6.8
3.9
3.6
1.5
2.4

SUPERINTENDENT'S ANNUAL REPORT

At the close of the fiscal year it is a good practice to render a written report, elaborating on the
statistical and financial statements, commenting
on the accomplishments of the year, and drawing
particular attention to features of interest to the
Board of Managers. This report should be a general discussion of the affairs of the institution,
and written in a manner easily comprehended by
the average person unfamiliar with medical terms
or accounting methods.
STATEMENT OF COST PER PATIENT PER DAY
(See Form 21.)

The cost per patient per day may be obtained
from the data given in the Expense Analysis and
Census Reports.
The main branches of hospital service are for

THE MODERN
Dispensary, Emergency Ward, Private Rooms,
and Public Ward Patients. Each branch of this
service is charged with the salaries and wages of
all persons directly employed in them and all supplies chargeable to them. Operating expenses are
apportioned according to the best judgment of the
accountant.
The charges from the various departments
should be apportioned to the wards, private rooms,
dispensary, emergency ward, and social service
according to the service rendered in their interests.
The following example will be of assistance in
obtaining the percentages chargeable to each
branch of the service.
Total cost of ambulance service
Total number of calls
For emergency ward
Wards
Private rooms
Distribution—Unit cost per call
Emergency ward
Wards
Private rooms
Total

Form 27,

Cost Per Patient Per Day.

$400.00
100
50
30
20
$4.00
$200.00
120.00
80.00
$400.00
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It will be seen by this example that, as no calls
were made in the interests of the social service
or dispensary departments, no charge is made
against them.
The total cost of operating each branch of the
service, divided by the number of patient days'
treatment, visits, or calls, gives the unit cost.
CORPORATION EXPENSES
PER CAPITA COST—DISTRIBUTION OF CORPORATION
EXPENSES PER CAPITA PER DIEM

There is a sound reason for charging corporation expense into per capita costs. The corporation expense envelops every activity of the hospital. In large hospitals the Treasurer's salary
and his office expenses cover a large number of
patient days' treatment. Small institutions may
have no Treasurer, the Superintendent caring for
all corporation affairs as well as attending to his
own duties. In this case the Superintendent's salary and expense cover comparatively few patient
days' treatment. Therefore the corporation expense charge will equalize itself in the cost per

Actual size, 12 by 11¼ inches. Check mark (V) signifies figures obtained from original books of entry
or directly from the information on this sheet.
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capita per diem by reason of the differences in the
organizations of small and large institutions. Repairs, taxes, insurance, etc., on property held for
investments should be charged as a reduction of
income. By following this method all hospitals
are on a equal footing in arriving at their per
capita per diem cost.
DEPRECIATION AND PER CAPITA COST PER DIEM

Some of the smaller hospitals cost but fifteen
cents per cubic foot, while the new fireproof buildings cost as high as fifty cents per cubic foot.
Hospitals having a low cost have a high
rate of depreciation, and the hospitals that
are built at a high cost have a low rate of depreciation. These rates vary from 6 percent
down to 1½ percent where the cost of repairs is
charged against depreciation and not as a separate
item. From this fact one can see that there is a
comparable basis to work from if the cost of de-
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preciation is figured in the statement of cost per
capita per diem.
For example, take two one-hundred-bed hospitals, one of which costs $50,000.00 and the other
a modern up-to-date group of buildings costing
$200,000.00.
1½ percent on $200,000.00 equals $3,000.00
6 percent on 50,000.00 equals 3,000.00

This example shows the logic of charging depreciation to cost per capita per diem and that the
results are comparable.
Additions should be capitalized. Betterments
should be made through a special fund for that
particular stated purpose, and not included in the
cost of repairs.
Included in betterments are such items as
changes made necessary by poor planning in construction. The expenditures for betterments
should not be a part of the cost per capita per
diem.

